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Chapter Management 
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I WE WERE about to set up a new business, there would be a number of key 
points to which we would be giving careful thought and attention. 

1. We would want to define, or have clearly in mind, the basic purposes and 
objectives of our organization. In other words, why we are in business and 
what we hope to accomplish. Assuming that we had already determined our 
product or service, we would want to think through very definitely just where 
that product or service would fit into the economic picture in order to meet 
customers’ needs. 

2. We would want to establish an organization for accomplishing our objec- 
tives and see that the responsibilities of each position were clearly defined 
and understood. 

3. We would want to think through the basic policies and plans under which 
we intend to operate the business. In doing this, we would be closely guided 
by the decisions which we had reached concerning our basic purposes and 
objectives. 

4. We would also want to set some realistic goals or standards against which 
to measure performance and a time schedule for accomplishment. In order to 
do this properly, we would have to forecast conditions for varying periods ahead. 

In performing these important functions, which should be accomplished 
simultaneously, we would be performing the basic job of management. These, 
of course, are the same functions which Chapter Management, and, to some 
extent, National $S.A.M Management must perform every year at about this 
time. Since most of the jobs in our Chapter organizations are filled by different 
people each year, it is particularly important that each one of us approaches 
his job with the same degree of thoroughness and diligence that he would exer- 
cise if he were forming a new business of his own, of course, always learning 
from the experience of the predecessors. We should certainly give thought and 
attention to each of the fundamentals mentioned above: purposes and objectives; 
establishing and clarifying organization; establishing or clarifying all basic poli- 
cies and plans; and, determining goals and time schedules for accomplishment. 

It goes without saying that, in S.A.M. we get the best results when we encourage 
wide participation of officers and interested members in performing these basic 


managerial activities. 
H. E. Lunken 
National S.A.M President 
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Organization Of The Planning Process 


LANNING is the foundation of busi- 
gi security. It is the means by 
which the business enterprise assures 
tomorrow's solvency. To plan is to de- 
termine a forward program for govern- 
ing the future affairs of an enterprise. 

The planning process starts with the 
assumption that the future will be dif- 
ferent from the present, and it attempts 


) to determine how the enterprise can take 
| advantage of that difference. Planning 


thus becomes a device for change to 
meet the future. 
Planning calls for a:completely open 


= mind and for elimination of the type 


of prejudice which says, “My mind is 


| made up. Don’t confuse me with facts.” 


Men tend to close their eyes to facts 
which disturb them, and history is re- 
plete with the wasteful errors of blinded 
calculations. The 1948 Presidential elec- 
tion in the United States will go down 
as one of the greatest political miscalcu- 
lations in U. S. history. In the auto- 
molile industry the errors of miscalcu- 
lation have been the death of literally 
hundreds of companies. 


Planning requires a “feel of the fu- 
ture.” This “feel” may be a_ psychic 
sense, but it is found in greater abun- 
dance among people who are well 
grounded in the past and who under- 
stand the forces at work in the present. 
A plan should provide a springboard 
from the present; it should take condi- 
tions from where they are to where 
they ought to be. A veteran hiker lost 
in the woods instinctively “fixes” his 
location before attempting a course to 
safety. In business planning, too, we 
must know where we are in order to 
chart the future. 

The process of business planning can 
be considered in four parts. First, analy- 
sis of factors affecting the future. Sec- 
ond, forecasting the future environment. 
Third, preparing the plan (including 
establishment of objectives). Fourth, 
installing the plan. 


Factors Affecting the Future 


In the analysis of factors affecting 
the future, there are three primary ele- 
ments which affect the company’s future 
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Note: While U. S. Steel Corporation’s 


planning encompasses all the elements of 
planning mentioned here, the present organi- 
zation does not yet follow this program in all 
its details. The Author. 





opportunity: (1) The environment, (2) 
Internal conditions, and (3) Obligations 
of the enterprise. 


Environment 


The business organization exists in 
three types of environment. First, in the 
total economy; second, in a particular 
industry; and third, in a specific geo- 
graphic area. In each of these types of 
environment the company will want to 
consider its position in relation to its 
competition and to its customers or po- 
tential customers. 


The Economy: If the enterprise is in 
a position to make its own independent 
appraisal of the total economy, it will 
want to consider a broad range of busi- 
ness indicators. The National Industrial 
Conference Board considers more than 
thirty conditions as significant barome- 
ters, among which are industrial pro- 
duction, wholesale prices, consumer 
prices, employment and unemployment, 
installment credit, merchandise exports 
and imports, bank debits, and many 
more. 

In addition to these specific business 
indicators there will be other basic de- 
velopments in the total economy. In 
1958 several developments would appear 
to be significant: (1) Movements for a 
shorter work week. (2) Atomic energy. 
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(3) Electronics. (4) Transportation and 
communication. (5) Collective funds for 
insurance, pensions, etc. (6) Foreign 


trade and _ industrial 
abroad. 

Indicators of more direct influences 
upon any particular company depend on 
the type of business in which it is en- 
gaged. Involved here could be such mat- 
ters as: (1) Local population changes 
and the trends in population movements 
within a given region. (2) Political and 
government policies on road _ building 
as they affect the cement, road equip- 
ment, or automobile industries. (3) So- 
cial security as it affects recreation or 
potential recreation enterprises. (4) 
Union movements for a shorter work 
week as they affect recreation centers, 
hobbies, and travel. (5) Housing starts 
and their effect on the construction in- 
dustry. (6) Automobile registrations as 
this affects tire and related automobile 
equipment businesses. 


developments 


Competition: Competition is a major 
factor in the enterprise’s environment. 
It is well to know as much about com- 
petition as possible, and it is desirable 
to find out: (1) In what portion of the 
total market is each competitor a sig- 
nificant factor and with what products? 
(2) What are his business policies— 
credit terms, delivery schedules, dis- 
count practices? (3) What is his prod- 
uct line—is it a single product or a 
diversified line? (4) Does he own his 
sources of raw material and retail out- 
lets? (5) What is his financial struc- 
ture—profit ratios, equity structure, dis- 
tribution of earnings? (6) What cus- 
tomers does he serve and what business 
does he obtain from these customers? 
(7) What is the structure of his organi- 
zation and caliber of his management 
personnel? (8) What are his sales terri- 
tories, and where are his productive 
facilities? 


Customers: Finally, the business must 
consider its direct and (in the case of 
nonconsumer goods industries) its in- 
direct customers. The following are 
some of the questions which could be 
asked: (1) How reliable is the customer 
as a long-range buyer? (2) What 
are his present and prospective fu- 
ture product needs? (3) What are his 
income and purchasing power patterns; 
and what motivational forces—psycho- 
logical, sociological, and cultural— 
affect or potentially affect his buying 
patterns? (4) How attractive is his busi- 
ness—quantitywise and _ profit-wise? 
(5) What are his historic relationships 
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with competitors? (6) Is some part of 
his business more desirable than others? 
(7) What is the history of claims and 
complaints on former business with this 
customer? (8) When the customer is 
a business enterprise, these additional 
questions could be asked: (a) What is 
the pattern of his industry: is it ex- 
panding or declining; what is the pat- 
tern of its business cycle? (b) What is 
his financial condition—credit standing 
and stability? (c) What is his organi- 
zation and management structure? 


The importance of consumer accept- 
ability cannot be emphasized too strong- 
ly. The sale of straight edge razors, for 
example, may have seemed like a sure 
thing in 1903; but consumer receptivity 
to a new idea changed the course of 
that industry virtually overnight—and 
the companies which failed to meet the 
Gillette challenge suffered the conse- 
quences. The automatic washer met an- 
other consumer need and presented a 
serious challenge to producers of con- 
ventional washers in the home laundry 
industry. This same story could be re- 
peated a hundredfold: the electric type- 
writer, the sealed beam headlamp, tele- 
vision, metal panels for building exteri- 
ors, etc. 


Internal Conditions 


A complete evaluation of the health 
of an enterprise must include an analy- 
sis of top management policy, organi- 
zation and management, personnel, fi- 
nance, and operations. The purpose of 
this examination should be to identify 
the company’s strengths and weaknesses 
in order to capitalize on the one and 
eliminate the other. In short, if the 
enterprise is to reach its goal, it must 
start with a full knowledge of its own 
potentialities. A more complete analysis 
of this internal appraisal will be con- 
sidered later in connection with develop- 
ment of the company Plan. 


Future planning should take into ac- 
count the company’s location—and the 
location of its industry—on the growth 
curve. Is it still in the rapid growth 
stage, has it levelled off at the top of 
the curve, or is it in a state of decline? 
The answers to these questions will pro- 
vide a basis for determining such mat- 
ters as capital expenditures, advertising 
and sales promotion, and product devel- 
opment. If a company appears to be in 
the early stages of a rapid growth, it 
should probably emphasize capital ex- 
penditures. If it is nearing the top of 
the curve, it should emphasize its ad- 
vertising and sales promotion. If it is 
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at the top or declining, it may want ; 


















to emphasize new product development 7 
and diversification into new lines of 
business. ‘ 





Obligations of the Enterprise 

The company, if it is to survive, must 
maintain its own solvency through ade. 
quate profits and through the mainte./ 
nance of a sound financial position. 

The company also has a responsibility 
to its customers. It must be willing-and. 7 
able to change the course of its busi- 
ness to meet customer demands. 

The business organization has yet an-; 
other obligation: to its suppliers. Sup. 
pliers furnish goods of a required qual- 
ity and quantity, but they are also a 
valuable source of aid for better prod. 
ucts and new applications. It is in the 
companys own interest to keep sup-| 
pliers advised of its potential product! 
requirements, for the company’s devel- 
opment may depend upon improvements 
in another’s product. The development 
of sheet steel with deep drawing quali- 
ty (flat steel which could be formed 
into extreme shapes), for example, made 
possible the “streamlined” automobile 
design. Suppliers and consumers work. 7 
ing together can assure an adequate flow] 
of goods and a reasonable market for) 
these goods. ; 
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Finally, business, as a citizen in its 
community, has an obligation to that] 
community. It should so conduct its] 
affairs as to contribute to the commu: | 
nity's welfare and to the preservation) 
and growth of its institutions. ne 
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Forecasting the Future Environment ¥. 
Forecasting requires the assembly of 


ws 


pertinent facts about the past and pres: q 
ent. After these facts are assembled, % 
they should be appraised by a repre: : 


sentative cross-section of the enterprise: 
first, by people in direct contact with ® 
the market (such as salesmen, buyers. | 
advertising men, and the like) ; second. 9 
by executives whose experienced judge 
ment is pertinent to the facts; and third. | 
by the people who have gathered and 7 
analyzed the basic data. 
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Judgments from a cross-section of § 
the enterprise provide a base from which J 
the forecast is developed. The forecast 9 
could include a variety of elements, in- 
cluding: (1) Estimates of general con 9 
ditions in ‘the total economy. (2) Fsti 9 
mates of specific conditions in the total 
economy which affect the company’ |] 
business. (3) Estimates of the total de 7 
mand for products sold by the company, 9 
classified according to the estimated de J 
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mand of major consumer groups. (4) 
Estimates of markets for the company’s 
current and/or prospective product line 
by geographical area. (5) Estimates of 
sales possibilities within the limits of 
existing facilities and of sales oppor- 
tunities with unlimited facilities. (6) 
Estimates of activity at peak, normal, 
and below normal conditions and for 
short- and long-range periods. What ac- 
tually constitutes a short or long period 
depends on the company’s individual 
situation, but in normal circumstances 


> and for most industries the short range 
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should probably be considered some- 


> where around one year. A standard for 


determining the optimum planning pe- 
riod could be: plan only for as long a 
period as will influence decisions in the 


» present year. 


Preparing the Plan 


The purpose of a Plan is to adjust 
internal conditions to the predicted en- 
vironment and thus obtain for the com- 
pany the greatest advantage from that 
environment. The Plan’s long-range 
phases should be sufficiently flexible to 
meet subsequent unforeseen conditions. 


A coordinated Plan could incorporate 
both immediate programs and _ long- 
range objectives, and should cover in 
more or less detail all the elements of 
planning described below. If such were 
the form of the Plan and if the pro- 
jected period were for five years, for 
example, the first year could provide 
specific operating programs and _ the 
other four years could prescribe general 


| objectives. The Plan could be revised 


each year with a moving projection in 
which the second year of the first Plan 
would become the first year of the sec- 
ond Plan, and the year just beyond the 
first Plan (the sixth year) would become 
the fifth year of the second Plan. 


Installing the Plan 


Members must understand the Plan 
and must be in accord with its pur- 
poses. The Plan should incorporate 
the best thinking from every branch 
of the business, and the organization 
for planning should provide a mecha- 
nism for securing these ideas. 


\ set of standards against which to 
mesure performance and to determine 
the attainment of goals should supple- 
meot the Plan. At the end of each 
pl. uned period, each segment should be 
re\iewed to determine which aspects 
ha = been completed, which are yet to 
be lone, or which are to be revised for 
y-over to the next planning period. 


Elements of Planning 


A well-developed planning program 
should consider all the factors bearing 
upon the operation of the enterprise. 
The following are suggested as repre- 
sentative of the factors to be considered 
in the planning activity. 

First, organization planning. Organiza- 
tion planning determines what functions 
an organization requires, relates these 
functions in a systematic fashion, as- 
signs authorities and degrees of respon- 
sibilities, and installs and periodically 
reviews organization plans. 

The unit responsible for developing 
the organization plan could have avail- 
able to it a committee of top manage- 
ment representatives to assist in formu- 
lating basic organization policies, to de- 
termine essential parts of the plan, and 
to advise in the plan’s development. The 
organization planning program should 
include the following steps: 


I. Determination of basic facts about 
the company. These facts might in- 
clude such matters as: age of the 
industry and of the enterprise in 
that industry, type of personnel 
(scientific, sales, clerical, profes- 
sional, etc.), number of employees, 
geographical dispersion, and char- 
acteristics of operation. 


II. Determination of company objec- 
tives. This phase would deal with 
such matters as the form of the 
enterprise (holding company, oper- 
ating company, management com- 
pany), company growth (through 
internal expansion or by acquisi- 
tion), product line development, 
future consumers, and policy on 
future diversification. 

III. Determination of existing functions 
for each position, including such 
items as: 

A. Purpose or objective of the po- 
sition. 
B. Specific activities required to 


carry out this objective. 
C. Authority necessary to carry 
out these activities. 
. Reporting responsibilities. 
Supervisory responsibilities. 
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Sources of instruction, advice, 
counsel, and policy. 

G. Relationships or contacts with 
other departments or with peo- 
ple outside the organization. 


IV. Evaluation of existing and projected 
conditions. After all available facts 
are assembled, these facts should be 


evaluated in light of present and 
future needs, 


A. Are company and departmental 
objectives realistic, and do they 
take full account of the com- 
pany’ experience and_ re- 
sources? 


B. Are existing functions for each 
position adequate? Does each 
job fit into a sequence of opera- 
tions, and is each person given 
sufficient authority to get his job 
done? Do supervisors under- 
stand their lines of account- 
ability? Do individuals have 
free access to others with whom 
their work must be coordi- 
nated? 


C. Are all essential functions pro- 
vided for? Are there any dupli- 
cating, overlapping, or conflict- 
ing authorities? Is there suffi- 
cient work force to carry the 
workload without undue bur- 
den? Are each unit’s standards 
and objectives being met? 


V. After all pertinent information is 
considered, the organization plan 
could include several parts. 


A. A statement of organization ob- 
jectives. 

B. An organization creed which 
specifies what everyone is en- 
titled to know about his job. 


C. A list of responsibilities com- 
mon to all supervisory positions. 


D. Organization charts which show 
each position in a separate block 
and which relate all blocks by 
lines of authority and account- 
ability. 

E. Responsibility charts which de- 
scribe the primary responsibility 
of each position on the organi- 
zation chart. 


F. Functional assignments which 
specify the part which each or- 
ganization unit plays in the ex- 
ecution of major activities. The 
purpose of these assignments is 
to assure that all essential activ- 
ities are provided for, that de- 
tails of all activities are cov- 
ered, and that duplication of ef- 
fort is avoided. The assignments 
show how each position relates 
to every other in the execution 
of specific activities. 

G. Standard terms and organization 
nomenclature, including uni- 
form position titles and defini- 
tions of organization terms. 








The second element in top manage- 
ment planning is product planning. 
Product planning coordinates the efforts 
of all departments in maintaining and 
developing the product line. The objec- 
tive of product planning is to develop 
and maintain the most profitable prod- 
uct line, utilizing the company’s re- 
sources in the most efficient manner. 
Product planning includes the addition 
of new products, addition of new prod- 
uct lines, and elimination of existing 
products. 

The product plan outlines ways and 
means of developing and maintaining 
the most profitable product line to meet 
projected marketing and competitive 
conditions and to achieve the maximum 
use of company resources. 

The product planning program should 
include the following steps: 

I. Determination of company prod- 
uct line capability including such 
matters as: production capacity, 
material supply, manpower skills 
and adaptability, financial  re- 
sources, market and competitive 
conditions, sales distribution chan- 
nels and methods, customer service 
programs, and inventory capacity. 


II. Determination of company prod- 
uct objectives including such mat- 
ters as: product integration, market 
penetration or withdrawal, sales dis- 
tribution channels and methods, 
type of customer, customer product 
service, inventory and warehousing 
policies, and profit margins. 


III. Evaluation of existing and projected 
conditions in the light of company 
objectives: Are existing products 
providing a useful place in the prod- 
uct line? Are adequate material 
supply sources available? Do pro- 
posed developments fulfill a sub- 
stantial need in present or projected 
markets? Are company sales poli- 
cies and methods adaptable to the 
requirements of the product? Do 
production and sales cycles of pro- 
posed products adapt to cycles of 
existing products? Are profit mar- 
gins in the proposed new product 
consistent with company require- 
ments? Are inventory methods of 
proposed products adaptable to 
company practices? Are advertising 
and sales promotion requirements 
of proposed products consistent 
with company experience? 


IV. After these conditions are ap- 
praised, the product plan might in- 
clude such matters as: 





A. A schedule for the consideration 
of revisions, additions, or dele- 
tions of the product line. 

B. Establishment of the product 
mix and modifications in the 
product mix. 

C. Establishment of pricing sched- 
ules and profit margins. 


D. Specification of quality stand- 
ards, product design, and prod- 
uct names and packaging. 

E. Establishment of advertising and 
sales promotion methods. 


The third element in top management 
planning is facility planning. Facility 
planning is the determination of needed 
productive facilities, their types, capaci- 
ties, quantities, and locations. It includes 
the planning of additions, alterations, 
replacements, construction, expansion, 
rehabilitation, and disposal; and the 
timing of such action. The objective of 
facility planning is to provide—in 
proper quantity, type, and location— 
sufficient productive facilities for maxi- 
mum utilization of company resources 
and profitable participation in markets, 
both existing and projected. 

The facility plan outlines ways and 
means of providing the enterprise with 
a sufficient type and quantity of facili- 
ties, properly located and adequately 
designed, for the maximum utilization 
of company resources and the maximum 
participation in available markets. 

The facility planning program should 
include the following steps: 


I. Determination of company facility 
conditions, including such matters 
as: facility capacity; accessibilty to 
labor and material supply, trans- 
portation facilities, and markets; 
operating costs; and facility main- 
tenance. 


II. Determination of company facility 
objectives, including such matters 
as: capacity expansion or construc- 
tion, diversification, development of 
raw material sources, production 
methods, accessibility to markets 
or customer facilities and to raw 
material or material supply sources, 
transportation facilities, own-lease 
policies, and construction methods. 


III. Evaluation of existing and projected 
conditions in the light of company 
objectives. Are resources available 
or potentially available in required 
quantity and quality? Do pro- 
posals take adequate account of 
foreseeable changes in technology? 
Are community services and facili- 
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ties available where and when re 
required? Are proposed construc 
tion costs and methods in line with 
company experience and projecied 
conditions? Are community condi. KR 
tions favorable to development at © 
the proposed facility sites? Z 












IV. The facility plan might include such 
matters as: : 
A. A schedule of long-range facil. 

ity additions, replacement, con- fF 
struction, expansion, rehabilita. 7 
tion, and disposal. 

B. Selection of facility locations, 
construction methods, and ma. 
terial and equipment specifica. 
tions. 

C. Specification of cost standards 
and product capacities. 

D. Specification of maintenance §9 
and protection measures. 3 


The fourth element in top manage @ 
ment planning is operations planning. 
This activity is concerned with produc. 
tion methods, standard practices, types 
and quantities of production equipment, 7 
and production capacities. It is to be dis- 7 
tinguished from scheduling the daily op- 
erations of a production department. 
The purpose of operations planning is | 


to provide the enterprise with the proper 


type, quantity, and capacity of produc 
tion equipment in a proper location to 
achieve the maximum profitable partici- 
pation in available markets. 

The operations plan deals with means } 
for maintaining the highest possible 
degree of efficient production, for keep- 
ing the enterprise abreast of develop- 


Aye 


ments in production technology, and for 


maintaining a profitable and timely flow 
of goods or services in adequate quan- 
tity and quality. 

The operations planning program 
could include the following steps: 


I. Determination of company produc: § 
tion capabilities, including such J 
matters as: location and productiv- 
ity of existing equipment, standard | 
practices and standard practice ob- J 
jectives, production costs, versa | 
tility of equipment, availability of 7 


CA Ne 








oe ahi 
; fe 


taut 


5 4 
3 
a 








materials and supply, availability of 
capital, and capabilities of present J 
personnel. 


nee, 


II. Determination of company produc: 9 
tion objectives, including such mat- § 
ters as: production expansion of ke 
contraction, standard practice ob- jj 
jectives, geographical dispersion. § 
diversification, and _ technological 
developments. 
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{i. Evaluation of existing and pro- 
jected conditions in the light of 
company objectives. Are possible or 
proposed developments compatible 
with the company’s past experience 
and existing capabilities? Are ex- 
isting or proposed facilities capable 
of adapting to proposed equip- 
ment? Is production equipment 
suficient in quantity and quality 
to meet proposed sales objectives? 
Are standard practice objectives 
consistent with sales, competitive, 
and technological developments? 
Are possible or proposed production 
methods compatible with the en- 
vironment of the community in 
which the facility is located? Is 
the present personnel capable or 
can it be trained to operate pro- 
posed equipment? 

1V. The operations plan could include 
such matters as: 

A. Specification of production 
methods, proposed technological 
changes, and standard practices. 

B. A schedule of proposed equip- 
ment additions, replacement, re- 
pair, and disposal. 

C. Establishment of standards for 
determining equipment obsoles- 
cence. 

D. Specification of cost standards 
and production capacities. 

KE. Specification of type and style 
of production equipment. 

F. Policies on equipment suppliers 
and on terms with these sup- 
pliers. 

G. Specification of maintenance re- 
quirements and schedules. 


The fifth element in top management 
planning is material supply and inven- 
tory planning. Material supply and in- 
ventory planning is concerned with the 
type and quantity of stock to be acquired 
and placed in inventory and its system- 
atic location, storage, and control. Its 
purpose is to supply the desired quan- 
tity of product to the customer and to 
the various segments of the enterprise. 
It seeks to assure an adequate quantity 
of materials and supplies in the proper 
plece, at the right time, and at the least 
po-sible cost. 


“he material supply and inventory 
p! n outlines ways and means for pro- 
vi: ing the enterprise with sufficient ma- 
te als, supplies, equipment, and prod- 
ues to assure uninterrupted production 
ar to assure an adequate flow of fin- 
is -d goods to customers. 


The material supply and inventory 
planning program should include the 
following steps: 


I. Determination of company material 
supply and inventory resources and 
practices, including such matters as: 
certainty and stability of supply 
sources, stockpiling and warehous- 
ing practices, capacities and potenti- 
abilities of suppliers, supply and 
inventory quantity requirements, 
procurement and supply contracts 
or commitments, product  stand- 
ards and specifications, movement 
and turnover rates, and turnover 
rates, and inventory storage and 
control methods. 


Il. Determination of company ma- 
terial supply and inventory objec- 
tives including such matters as: 
development or release of supply 
sources, methods of storage and 
warehousing, diversification or re- 
trenchment of sources, supply com- 
mitments, inventory investment and 
turnover rates, make vs. buy poli- 
cies, and types, quantities, and qual- 
ity of inventory. 


III. Evaluation of existing and _pro- 
jected conditions in the light of 
company objectives. Are present 
supply and inventory conditions 
adaptable to proposed objectives? 
Are current or proposed sources 
capable of supplying potential re- 
quirements? Are inventory and 
storage methods and proposed levels 
adequate to serve proposed mar- 
kets? Are proposed supply com- 
mitments within limits of company 
practices and resources? 


. The material supply and inventory 
plan might include such matters as: 


A. Policies on supply sources, such 
as whether to make or buy. 


B. Types of suppliers and types of 
commitments to these suppliers. 


C. Movement and storage methods. 


D. Standards for determination of 
turnover— inventory ratios. 


E. Formulation of types, quantities, 
and location of inventories. 


F. Prescribing supply and inven- 


tory standards and _ specifica- 


tions. 


The sixth element in top management 
planning is financial planning. Financial 
planning provides a central point for 
determining the organization’s future 
financial requirements and objectives, 
for developing plans and policies to ful- 
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fill those requirements and objectives, 
and for developing controls to assure 
compliance with financial plans. 

The financial plan outlines ways and 
means for meeting the company’s finan- 
cial requirements within a prescribed 
course and within a specified time. 

The financial planning program 
should include the following steps: 


I. Determination of company finan- 
cial resources and practices, in- 
cluding such matters as: availabil- 
ity and cost of financial sources, 
company credit standing, profit 
ratios, stockholder or other owner 
sources, and policies on borrowings 
and security issues. 


II. Determination of company finan- 
cial objectives, including such mat- 
ters as: accounts payable and re- 
ceivable ratios, profit ratios, equity- 
working capital ratios, borrow- 
ings or stock issues, reinvest- 
ment, dividends, reserves, capital 
outlays, budgetary control, account- 
ing systems, and depreciation and 
amortization schedules. 


III. Evaluation of existing and projected 
conditions in the light of company 
objectives. Are present moneys 
being utilized in accordance with 
these objectives? Are dividend, re- 
investment, and capital outlay pol- 
icies consistent with planned ob- 
jectives? Are capital, earnings, 
equity, and debt ratios adequate to 
fulfill company requirements? Do 
accounting and budgetary systems 
provide an adequate picture for 
future planning purposes? Are de- 
preciation and amortization prac- 
tices consistent with long-range ob- 
jectives? 


IV. After taking all these matters into 

account, the financial plan might 

include such matters as: 

A. Specifying financial sources 
and potential financial sources 
for financing capital outlays 


and for working capital. 
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B. Utilization of existing financial 
resources. 


C. Accounting and Budgetary or 
other Financial systems. 
D. Accounts payable and receivable 


practices. 
E. Depreciation amortization 
policies. 
F. Profit, debt, dividend, and re- 


tained earnings ratios. 


or 


HE seventh element in top manage- 

ment planning is commercial plan- 
ning. Commercial planning is the estima- 
tion of future commercial conditions, 
the appraisal of these conditions, and the 
preparation of plans to capitalize on 
them. It includes the analysis of facts, 
observations, and opinions concerning 
demand and supply of products, sales 
potentialities of designated products and 
markets, channels through which such 
products are or may be distributed, 
means for the maximum development of 
markets, and sales performance. 


The commercial plan outlines ways 
and means by which the company can 
take full advantage of projected market 
conditions. 

The commercial planning program 
should include the following steps: 


I. Determination of company com- 
mercial resources and practices, in- 
cluding such matters as: market 
participation, competitive condi- 
tions, selling methods, customer 
requirements, scope of product line, 
pricing, terms and conditions of 
sales, advertising methods and re- 
sults, and sales territories. 


II. Determination of company com- 
mercial objectives, including such 
matters as: type of customer, mar- 
ket participation, method of solici- 
tation and distribution, profit mar- 
gins, customer service, advertising 
and sales promotion methods, and 
meeting of competition. 


III. Evaluation of existing and projected 
conditions in the light of company 


objectives. Are future customer and 


market participation objectives 
compatible with company experi- 
ence? Are company resources 


adaptable to proposed distribution 
methods? Are projected competi- 
tive and market conditions consis- 
tent with proposed profit margins, 
terms and conditions of sale, solici- 
tation and distribution methods, 
customer service, and advertising 
and sales promotion methods? 


IV. Formulation of the commercial plan. 
The commercial plan might include 
such matters as: 

A. Methods of marketing (use of 
dealership or other outlet meth- 
ods, for example). 

B. Means for the development of 

new markets and consumers. 

. Pricing policies. 


. Sales compensation methods. 
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. Distribution or solicitation pol- 
icies (for example, sales terri- 
tories and quotas). 


F. Customer service policies such 
as warranty, guarantee, or 
claims allowance policies. 

G. Advertising and sales promotion 
policies. 


The eighth element in top manage- 
ment planning is human resource plan- 
ning. Human resource planning aims to 
see that the company is provided with 
the number and type of people it will 
need in the future. It includes several 
phases: first, how many people will be 
needed ; second, what type of people will 
be needed; third, when will they be 
needed; and fourth, what training and 
development will be needed. A distinc- 
tion is made between the planning of 
long-range requirements and the day-to- 
day personnel responsibilities of actual 
selection, training, and development pro- 
grams. 


The human resource plan outlines 
ways and means of providing the enter- 
prise with an adequate number of prop- 
erly experienced and trained people 
when and as they are needed. The plan 
provides a means for helping manage- 
ment achieve the maximum utilization of 
human resources. 


The personnel planning program 
should include the following steps: 


I. Determination of company per- 
sonnel resources and practices, in- 
cluding such matters as: the number 
and types of skills and training 
found among present staff, produc- 
tion per man-hour, compensation 
scales and methods, training and de- 
velopment methods, and employee 
promotional channels. 


II. Determination of company person- 
nel objectives and needs, including 
such matters as: employment sta- 
bilization, compensation plans, de- 
sired experience and abilities, total 
numbers of personnel, productivity, 
personnel selection or training, and 
employee benefits policies. 
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III. Evaluation of existing and pyro. 
jected conditions in the light of 
company objectives. Is the present 
labor force capable of meeting {u. 
ture requirements? Are training 
and development programs geared 
to future needs? Are possible com- 
pensation plans adaptable to exist- 
ing personnel? Are proposed pro- 
ductivity levels realistic? Are re. 
placements available for key posi- 
tions? 

IV. Formulation of the human resource 
plan. The human resource plan 
might include such matters as: 


A. Recruitment and employment 
methods and policies such as 


transfers, promotion from with- | 


in, or indoctrination. 


B. Training and education 
grams such as training methods, 
educational company: 
sponsored training centers, or 
positions selected for training. 


sources, 


C. Management development, _in- 


cluding methods for identifica- | 


tion of management ability, per- 


formance rating, establishment § 


of development positions, or out- 
side recruitment. 


. ° . . t 
D. Compensation, including ranges, 


incentives, or bonuses. 


E. Employee benefits, including in- | 
surance, pensions, medical serv: { 


ices, or company-paid member- 


ships. 
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The ninth element in top management 


planning is development planning. De 


velopment planning investigates ways 


and means of securing greater opportu- 
nities for utilizing the enterprise’s total 
resources. It appraises the enterprise’s 
total capabilities and determines the 
types of business to which these capabili- 
ties are most adaptable. It appraises the 
enterprise's limitations and attempts to 


offset those limitations by balancing and | 
complementing existing operations. It § 


appraises the types and location of busi- 


ness in which the enterprise should be § 


engaged in the future, and it investi- 
gates and collaborates in negotiation for 
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the entry into new and disposal of exist- J 


ing segments. 


The development plan outlines ways ¥ 
and means whereby the company’s re: | 
sources may be employed to the maxi J 
mum advantage, taking into account all § 


aspects of the company’s capabilities 


and appraising the effect of possiole 9 
changes in social, economic, and po it 7 


ical conditions. 
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(he development planning program 

should include the following steps: 
|. Determination of company capabil- 
ities including such matters as: fi- 
nancial, personnel, and material 
resource potentialities; scope of 
current lines of business; scope of 
customers’ lines of business; actual 
vs. potential market penetration; 
actual vs. potential product line and 
production capacities. 

. Determination of company objec- 
tives, including such matters as: 
lines of business, market penetra- 
tion, diversification or entrench- 
ment, integration, methods of fi- 
nancing, and methods of solicita- 
tion and distribution. 

. Evaluation of existing and _ pro- 
jected conditions in the light of 

objectives. Are com- 

pany resources—financial, person- 
nel, and material—adaptable to the 
company’s projected development? 

Do objectives take full cognizance 

of trends in economic, social, and 

political conditions? 


company 


IV. Formulation of the development 
plan. The development plan might 
include such matters as: 

A. Lines of business which the 
company might develop or from 
which it might withdraw, and 
the timetable for such action. 


B. A schedule for the company- 
wide appraisal of proposed de- 
velopments. 

C. Factors to be evaluated in the 
appraisal of proposed develop- 
ments. 


D. Means for adjusting to change. 


Organization for Planning 


Every member of an enterprise shares 
responsibility for planning the future 
development of that enterprise. All have 
a stake in the future of the enterprise; 
and their own positions increase in sig- 
nificance as they contribute to its future 
development. 

\ coordinated plan should be devel- 
oped at each operating level (that is, 
the level at which a work activity is 
directed and coordinated). This plan 
shuld incorporate all elements of that 
le\ ‘I's responsibility and should project 
a -ourse of action which will take full 
ac antage of the available resources and 
pc ential conditions. The plans of each 
le +l should be transmitted to the next 
hi her level where they can be coordi- 
n° od with those from other parts of en- 
te rise. 


At each planning level all phases of 
that level’s activity must be coordinated 
and balanced to meet the realities of 
over-all objectives. At one time one 
segment may get more and at another 
time less of what it wants, but at all 
times the criterion should be: what is 
in the best interest of the total opera- 
tion. 


Plannng at the operating level contains 
three phases: 


First: developing data and informa- 
tion about the operation. 


Second: advising on how the opera- 
tion may fit into the over-all depart- 
ment or company Plan, and developing 
internal plans where coordination with 
other areas is unnecessary or where un- 
usual circumstances require immediate 
action. 

Third: developing a program for car- 
rying out its respective part of an over- 
all Plan after such a Plan is developed 
by top management. 


Planning at the management levels 
also contains three phases: 


First: coordinating the data and pro- 
posals from all subordinate areas to 
assure that all parts move forward on 
the same front at the same time. 


Second: applying management view- 
points or confidential information 
(which may be known only by manage- 
ment) to the data and proposals from 
all areas. 


Third: developing a consolidated Plan. 


At each planning level the formalized 
planning activity—that is, the actual 
process of analyzing and integrating the 
intelligence available at that level and 
incorporating this intelligence into a 
composite picture—may require the full- 
time attention of one individual or a 
group of individuals, or it may require 
only the part-time attention of one in- 
dividual; but at some point—even if 
only at the very top of the organiza- 
tion—the formal aspects of planning 
must be separated from execution. There 
are three fundamental reasons for this: 
First, the urgency of execution takes 
the full energies of one engaged in 
managing day-to-day activities. Second, 
too firm an attachment to past and 
present conditions, so often charac- 
tertistic of one engaged in daily execu- 
tion, tends unduly to influence the 
future course. Third, effective planning 
requires an over-all view beyond the 
scope of one activity. 


At the top management level a con- 
solidated planning organization could 
coordinate all company planning. This 
planning organization could perform 
several types of activity. It may provide 
a service to the operating organization 
(for example, organization planning and 
material supply and inventory plan- 
ning); it may coordinate various seg- 
ments of the enterprise (for example, 
product planning, facility planning, ma- 
terial supply and inventory planning, 
and organization planning) ; and it may 
serve top management in company-wide 
planning (for example, development 
planning). In its service and coordi- 
nating aspects the planning units op- 
erate best at the top of the organization 
either because effective execution re- 
quires the perspective of top manage- 
ment or because several areas of the 
enterprise must be coordinated. Its 
company-wide planning aspect the plan- 
ning unit operates best at the top level 
because coordination can be achieved 
more effectively when they are closely 
linked in the same organization. Loca- 
tion of planning units at the top man- 
agement level also makes possible a 
freer exchange of views and the shar- 
ing of new and better techniques among 
all specialty areas. Also, the require- 
ments of working together in coordi- 
nated planning helps to broaden the per- 
spective of each specialty. 


Conclusion 


The planning process enables business 
enterprise to meet the contingencies of 
the future—not because the future can 
be predicted, but because the enter- 
prise, by being aware of the need for 
change, is prepared for change. We have 
seen that planning is essentially a device 
for change to meet the future, and that 
it involves coordination for all elements 
of the enterprise. If we are to be com- 
pletely honest with ourselves, how- 
ever, we must concede that, even though 
we use the most painstaking care, some 
completely unforeseen event—a revolu- 
tionary new production method, for ex- 
ample—can put all our plans to naught. 
But this is not to say that we are com- 
pletely at the mercy of nature’s whim. 
It points up, rather, that the basic in- 
gredient in the planning process is the 
philosophy which tolerates change and 
which prepares the fertile fields of hu- 
man genius for the meeting of any 
eventuality: this is the germ of the 
planning process. z= 
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Perplexities In Economic Analysis} 
For Equipment Decisions | 


ib our dynamic economy, volume of in- 
vestment in plant and equipment is a 
key determinant of the level of economic 
activity and changes in the rate of in- 
vestment by industrial organizations 
have amplified impact on national in- 
come. Industrial investments which in- 
crease productivity, lower costs, and 
provide for greater output have the 
three-way effect of sustaining current 
activity, conserving resources, and pro- 
viding a widened base for further eco- 
nomic improvement. As the national in- 
dustrial investment decision for any 
period is a composite of numberless 
decisions made in individual business 
firms, the methods of economic analysis 
employed in reaching decisions to pur- 
chase new or replace old equipment de- 
serve attention. 

When money is tight, the revolution- 
ary developments in electronics and 
other fields which have begun to make 


automation of production and data proc- 
essing a reality also make investment 
in new facilities imperative in much of 
industry. Other factors, such as the 
need to provide for a growing and in- 
creasingly mobile population, add to 
investment pressure. The need for ra- 
tional investment decisions never has 
been more urgent. 

Rational decision-making is difficult 
enough when there are many competing 
demands for investment and investment 
costs are high for all alternatives. It is 
doubly difficult when, as at present, the 
rate of technological change also is 
high, for an uncomfortable degree of 
uncertainty becomes inherent in the 
analyses on which decisions are based. 
To choose between pieces of equipment 
which might be purchased when changes 
in their prices, capacities, efficiencies, 
and lives are likely to be slow and con- 
tinuous is one thing; to make the choice 
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when there is a good possibility of dis- 4 


continuous change, even elimination of 


the equipment’s function, is quite an- § 


other thing. 


While theoretical discussion of meth- 7 


ods for decision-making under uncer- 
tainty, such as application of game 
theory and statistical decision functions, 





are appearing in management journals § 
with increasing frequency, their use by § 


executives in industry remains limited. 
For some time to come, the standard 
varieties of economic analysis for equip- 
ment decisions to be mentioned later 
will continue to be used in most cases 
where formal analyses are made at all. 
In view of this, it is important that the 


best use be made of the established an- y 


alytical approaches. Faulty methods may 
cause investments to be passed up which 
really are economically justified, lead 
to unbalanced development of produc- 
tion capacity, or result in wasteful ex- 
penditure. Sound methods of analysis 
then are a necessary condition for mak- 
ing good decisions; unfortunately they 
are not a sufficient condition. Meticulous 
attention to method may be largely mis- 
directed effort, as will be seen later, 
if other critical factors are neglected. 
This does not say, however, that how 
an analysis is made is unimportant; it 
only cautions against excessive conce1- 
tration on form. 
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it might appear at first glance that 
there is little cause for concern about 
the quality of selection and replacement 
decisions made by industrial executives. 
(One could reason that these decisions 
M always have had to be made so that a 
® large body of experience and knowledge 
exists. The presumption that the situa- 
tion for decision is a well defined one 
yielding to quantitative analysis and 
with clear cut criteria also is comfort- 
ing. This line of thought is upset by a 
™ number of things, however. First, wheth- 
e @ er experience with a certain kind of 
= problem improves decision-making de- 
pends on how that experience is used. 
Often it remains nothing more than a 
series of particular unconnected cases 
or. worse, it is distilled into rules- 
of-thumb of doubtful validity which 
are applied in lieu of thought. Sec- 














ond, just how equipment decisions 
gers @ are made in practice is not as well known 
oof me 3 might be supposed and whether avail- 
. @ able knowledge really is widely used 
aren = is an open question. There is consider- 
ornia able agreement among theorists on 
ornia |} =major questions in equipment analysis, 
but the extent to which accepted theory 
is put to use by managers and the weight 
dis. | given to results of formal analyses when 
n of Wj they are used have not been established 
an. § by surveys in industry or any significant 
™ number of case studies. Finally, it is 
nisi only on the surface that equipment de- 
seals cision situations are well defined. In 
came oversimplified terms, what is to be de- 
8: b) cided is which of different methods and 
coal alternative equipment units should be 
a selected to perform a given proposed 
a function or whether and with what the 
ial methods and equipment used to per- 
vain form an existing function should be re- 
later placed. This much is clear. The decision- 
aaa = maker, however, unless he is blissfully 
all, Unaware of the true nature of the prob- 
“a lem, immediately is plunged into a wel- 
aa ter of possible criteria for decision, as- 
aa so iated schemes for analysis, and ques- 
hich 200s regarding relevancy and reliability 
lead © of data. In actuality it is hard to con- 
re @ ceive of a class of management decisions 
ex. (| More surrounded with imponderables 
lvsis ard beset by uncertainty. At the same 
nak | time, the magnitude and relative perma- 
they fj nence of equipment decisions make them 
lu @ ° icial for a firm’s success. 
nis © 't is about at this point that many 
ater, | © “cutives become so perplexed that they 
cted. fj ow up their hands. The usual re- 
how [| ! -nses are to fall back on “judgment,” 
ts it i. , discard the idea of constructing a 








c aplete and quantitative economic 
a: lysis, rationalize that the available 
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data are too imperfect to use, apply some 
rule-of-thumb, or follow blindly a pro- 
cedure given in a handbook. The pur- 
pose of this article is to review some 
standard approaches, point out the prin- 
cipal assumptions and choices which 
must be made en route to equipment 
decisions, and mark the logical traps 
which lie along the way. It is hoped 
that the reader will agree at the end 
that quantitative equipment analysis is 
neither so confusing nor so simple as 
it sometimes has been made to appear 
and that it can and should be used. 


Basic Methods of Quantitative 
Analysis 


All analytical approaches to equip- 
ment investment decisions derive di- 
rectly or indirectly from the concept 
of profit maximization. All are intended 
to compare quantitatively the effects of 
each of a set of proposed changes in 
operations which entail investment to 
enable identification of the alternative 
which maximizes prospective profit or 
optimizes some variable upon which 
profit depends. Since the outcomes of 
investment decisions are spread over a 
number of operating periods, time must 
enter as an explicit or implicit variable. 
For example: alternative pieces of equip- 
ment with identical first costs and annual 
operating costs but with different life 
expectancies are not equivalent; alter- 
natives with identical first costs, equal 
lives, and equal total operating costs 
over their lives are not equivalent if 
the time distributions of their operating 
costs differ. 

Most equipment analyses fall into one 
or the other of two groups. One group 
includes exact and approximate methods 
of determining cost or profit per period, 
rate of return on investment, or the pay- 
out period; the other includes methods 
of calculating the present worth of 
future expenditures and receipts associ- 
ated with alternative investments. For 
the same data, of course, results obtained 
by use of methods in one group gen- 
erally can be translated in terms of 
methods from the other group. In both 
eroups of methods the time variable is 
handled in part through inclusion of in- 
terest as a component of cost. All are 
equally applicable to problems of ini- 
tial selection of equipment or replace- 
ment of equipment. 

The gist of the methods can be shown 
by setting out for each the terms which 
must be evaluated for each alternative 
assuming constant costs and incomes per 
period and end-of-period interest calcu- 


lation. The following symbols will be 
used: 


E = total initial expenditure for equipment, including 
installation 

S = residual value of equipment at end of life when 
traded in, resold, scrapped, or otherwise disposed of, 


A = net amount invested = E-S 


n = life of equipment, measured in operating periods 
(usually years) 
D = depreciation (straight line) per period = (E-S)/n 


Cc," operating cost per period, i.e., all cash outlays 
assignable to operation and maintenance of equi 


I = net income per period from which costs of equipment 
must be met 

i = interest rate 

* capital recovery factor, the quality by which an 
investment is mltiplied to ascertain the con- 
stant payment per period which will repay the in- 
vestment in n periods with interest at rate i per 


period [fs * te | 
ae. 
2 
fy, = 
7) 


ft, = present worth factor (uniform series) 
1 
f = present worth factor (single p nt - 
. pre ac (single payment) f . ; 


f. = sinking fund factor [F. =f,- | 


1. Period analyses 


A. Cost per period method 
1, "Exaet" cost per period (c,) 
Ce * fA +c, + is 


2. Approximate cost per period (cg) 
cag [peal C + is +D 
n 


B, Profit per period 
1. "Exact" profit per period (p,) 
Pe * 1-c, 
2, Approximate profit per period (pg) 
Pp," 1-cg 


C, Averaze net rate of return 
1. "Exact" average net rate of return (re) 


meme) =e 


2. Approximate average net rate of return (rg) 


rT. =|I-c,-is-D-iA n+l E+S 
= n es 


D. Payout period 
1. "Exact" payout period (te) for a given interest rate 
or required earning rate, i 


cS ces 


Having solved for f,, the payout period is found from: 


t, = log [att |/ |e avs)| 


or by entering a caital recovery factor table with 
argument i, finding f, in the body of the table, and 
looking across tb the number of periods which corres- 
ponds to f, and i, 





2. Approximate payout period (t,) 
eV] 
ll. Present worth enaigees 
A, Present worth of costs (W,) 


1. Wo @ A+ fyey - £8 


2. Present worth of profits (Wy) 
Wp = f, (I-c,) + fs -A 
B, Capitalization method 


1. Capitalized cost (W:) of perpetual series of 
renewals. 
Weare f,A + Co 
— = 
2. Capitalized profit (Ww! 
Cont tate P (WS) from perpetual series of 
Wi "I-co -A- fh 
= as 


Two varieties of period formulae are 
shown: The “exact” methods take ac- 
count of the fact that interest changes 
constitute a larger proportion of a con- 
stant payment (which will amortize an 
investment over a certain term of 
years) in early years and decline 
throughout. (It should be noted that the 


13 








ADVANCED MANAGEMENT 


is seen by 50,000 management 
executives. 
Why not advertise your product 
or your job vacancies in these pages? 





methods are not entirely exact in that 
they lump all payments at the ends of 
periods and include residual value at 
full amount rather than discounting it). 
The approximate methods assume that 
the principal amount is amortized by a 
series of equal payments (straight line 
depreciation) and include modified sim- 
ple interest (the insertion of the factor 
n+1 


improves the approximation) on 
n 


the average investment. Values of the 
factors (f,, f., ete.) for various periods 
and interest rates may be found in com- 
pound interest or annuity tables. 


Application of the period cost or 
profit methods is straightforward; the 
alternative for which the cost per period 
is lowest or profit per period is highest 
is selected, all other things being equal. 
The rate of return method computes 
for each alternative the average net re- 
turn per period on capital invested after 
amortization and interest have been 
provided for and the alternative show- 
ing the highest rates is selected, again, 
all other things being equal. Payout 
period calculations indicate the lengths 
of time within which alternative invest- 
ments can be repaid from the net income 
attributable to them: the shorter the 
payout period, presumably, the more 
desirable the investment. Calculations 
of present worth discount the future 
receipts and expenditures for alternative 
courses of investment to arrive at figures 
which measure their relative value at a 
base time; alternatives with low present 
values (or capitalized values) for costs 
and high present values for profits 
normally are preferred. 


Selection of Criteria and Methods 


The question of which method to use 
to analyze an equipment selection prob- 
lem can be resolved only in conjunction 
with the choice of a criterion for de- 
cision. Appropriateness of criteria is de- 
termined by the objectives which are 
being aimed for and the nature of the 
information available. Here the matters 
of full optimization versus sub-optimi- 
zation and application of multiple cri- 
teria must be considered. 
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Let us look first at criteria which can 
be satisfied by the answers which emerge 
from computations of the type pre- 
viously discussed. Maximization of long- 
run profit—or what is the same thing, 
maximization of present value of the 
enterprise—is a universally accepted ob- 
jective. If maximum long-run profit is 
given a broad meaning, it even may be 
regarded as the prime objective of enter- 
prise. Assessment of alternative courses 
of action in terms of this objective with 
complete correspondence of objective 
and criterion is possible only when all 
alternatives open to the enterprise can 
be examined and acted upon simultane- 
ously, i.e., when full optimization, in 
which the marginal profit rate is made 
the same for all alternatives taken, is 
possible. This situation seldom exists 
and the alternative which satisfies the 
maximum profit criterion so far as the 
section of the enterprise immediately af- 
fected by the decision is concerned when 
taken together with decisions made at 
other times or places may give a com- 
bination which is less than optimum. 
For example, a decision today to use 
some of the company’s limited funds 
for purchase of new equipment to re- 
duce manufacturing cost may foreclose 
another desirable project tomorrow. Ob- 
viously an omniscient management never 
would allow this to happen, but there 
are few of them around. Limitations of 
time and knowledge compel delegation 
and dispersion of decision-making and, 
consequently, creation of situations in 
which only sub-optimization may be pos- 
sible. It should be recognized, therefore, 
that equipment decisions do not make 
themselves even when based on quanti- 
tative analysis which allows numerical 
comparison of calculated outcomes with 
criteria. On the other hand, the more 
faithfully criteria represent over-all ob- 
jectives, the more appropriate they are 
and the less trouble the decision-maker 
has in reaching conclusions. 

In addition to the “part versus whole” 
perplexity, there is also the “competing 
criteria” problem which arises when 
two or more bases might be used for 
making a choice. Maximization of the 
rate of return on invested capital 
amounts to the same thing as maximiza- 
tion of total profit for the same invest- 
ment base, but not necessarily otherwise. 
When an enterprise is operating close to 
its capital limit and investment opportu- 
nities are plentiful, maximization of 
rate of return on individual equipment 
investments is indicated, but when capi- 
tal is more plentiful and profitable in- 


vestment opportunities are scarce, tek. 


ing a high return alternative which pie. 


cludes taking a low return alternative | 


with a greater total profit not only will 


not maximize total profit but may not | 


maximize over-all return if no further 
opportunities present themselves. While 
choice among quantitative criteria often 
can be made by reference to a more in- 
clusive criterion (for example, in a 
particular case cost minimization may be 
adopted as a criterion rather than out- 
put maximization because it is more 
likely to be consonant with the more 
general criterion of profit maximiza- 
tion), choices among criteria of different 
kinds—as non-quantitative versus quan- 
titative—are less easily made. Whether 
to choose the machine which has the 


best appearance or the one which has © 


the lowest cost can be decided only by 
personal preference unless the effect of 
appearance can be expressed quantita- 
tively. When several criteria must be 


applied simultaneously, the result of ap- 9 


plication of each must be weighted im- 
plicity or explicitly in coming to a com- 
promise decision. 


ge the nature of the information 
available to the decision-maker re- 
quires that a sub-optimizing criterion be 
used. When a number of different proc- 
esses contribute to the production of a 


single product, the effects of equipment © 
changes in the various processes may be | 


so confounded that the ultimate effect of 
a single change cannot be isolated. Sim- 
ilarly the question of the share of rev- 
enue to be assigned to each of joint proc- 
esses may have no clear answer. Equip- 
ment solutions then have to be based 
on that information which is available 
and employ narrowed criteria so that 
some equipment decisions may have to 
be based on cost or some other restricted 
criterion alone. 


The general method of quantitative 
analysis to be used is set by the choice 
of decision criterion, since it and the 
outcome of the analysis obviously must 
be expressed in compatible terms. 
Whether an approximate method should 
be used depends on the amount of pre- 
cision desired and the amount available. 
Although it may appear that since all 
methods consist of comparison of alter- 
natives, the right alternative will be 
selected regardless of precision, this is 
not necessarily so; occasionally for the 
same data different choices are indicated 
when approximate methods are used tha. 
when exact methods are used. This is 
not the principal difficulty, howeve:. 
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With a criterion such as rate of return 
o1 payout the question may be as much 
whether any alternative should be se- 
lected as which of those available, i.e., 
absolute magnitudes of outcomes are 
important as well as relative magnitudes. 
One contrary argument for use of ap- 
proximate methods is that exact methods 
may be wasted on cost, earning, equip- 
ment life, and residual values data which 
are estimates and hence may contain 
errors larger than the difference between 
exact and approximate calculations. 
This is something that must be estab- 
lished for the particular case and not 
merely presumed, for there is no point 
in compounding inaccuracies. Use of 
approximate formulae with recognition 
of their limitation is not likely to cause 
trouble if they are used throughout an 
analysis and not mixed up with exact 
methods. The sort of approximation that 
does cause trouble is dropping out fac- 
tors on the presumption that they are 
negligible, making other convenient but 
loose assumptions, or approximating in- 
consistently for different alternatives. 

The intent of this section has been 
to focus on the point that choice of cri- 
terion and method are decisive for the 
validity of an equipment analysis. Other 
choices which can best be illustrated by 
reference to particular methods also 
may be decisive. Most of the remainder 
of the article therefore deals with the 
principal points at which choices must 
be made or assumptions recognized in 
preparing an economic analysis for 
equipment selection. 


Time Period Problems 


Whichever quantitative method is ap- 
plied, questions arise as to the time span 
the analysis is to cover and how differ- 
ences in expected lives of equipment 
alternatives are to be handled. Present 
worth analysis automatically eliminates 
the second question but not the first. 
The principal feature of the present 
worth method is that it makes explicit 
provision for length of life, since re- 
ceipts or expenditures distant in time 
are discounted more heavily than those 
near realization. What should be taken 
as the lives of the alternatives and the 
discount (interest) rate is left to the 
av alyst and we must review these issues 

r. Capitalization methods dispose of 

‘h time span and length of life prob- 
l-ms by the assumption of perpetuity. 

\ll period methods except payout re- 
quire the analyst to choose a definite 
pP mning horizon and determine lives 
{+ alternatives. Cost per period, for 


example, offers insufficient basis for 
choice except when the number of pe- 
riods is the same for each of the alterna- 
tives. If equipment lives differ, either of 
three things may be done in period cal- 
culations: (1) it may be possible to 
find some number of reinvestments in 
the shorter-lived alternative which total 
the same as a smaller number of rein- 
vestments in the longer-lived alternative, 
in which case cost per period is a valid 
measure (for the period selected) ; (2) 
a fixed planning horizon may be selected, 
the lives of each alternative stretched 
(by considering reinvestments) or 
shrunk (by calculating new residual 
values for shortened lives) to fit and ap- 
propriate capital recovery factors or de- 
preciation rates used; (3) the cost per 
period for each alternative may be as- 
sumed to continue indefinitely. 


AYOUT period calculations do not en- 
| wens avoid time span and equip- 
ment life problems, even though their 
outcomes are expressed in time units. 
Here the difficulty is one of interpreting 
the meaning of the outcome. In general, 
if the criterion of a certain period within 
which investments must pay out is set 
in advance, there is no confusion. Either 
the payouts of proposed equipment in- 
vestments show that they will pay for 
themselves within the stipulated period 
or they do not; that proposal will be 
accepted which is the quickest to pay out 
of those satisfying the period criterion. 
However, if no required payout period 
is fixed, some indeterminancy still is 
left after the quickest payout has been 
found. Comparison of the payout period 
to the functional life of the equipment, 
ie., the length of time it can be used 
at the costs on which the payout calcu- 
lation is based, aids somewhat in re- 
moving this indeterminancy. It hardly 
needs to be added, however, that equip- 
ment which does not “pay for itself” 
within its functional life still may be the 
best available alternative. 

Determination of life expectancies of 
equipment admittedly is a perplexing 
problem and decisions made at this 
stage of analysis heavily influence out- 
comes. A statistical approach yielding 
the mean life expectancy of particular 
classes of equipment requires that there 
be enough cases available to give signifi- 
cant estimates and that the decision- 
maker be satisfied with what has hap- 
pened as a basis for further analysis. 
It may well be that the lengths of time 
a company has retained equipment has 
no relation to “true” equipment life and 


only represents the patterns of past re- 
placement decisions, most of which may 
have been wrong. Since either obsoles- 
cence or physical deterioration may turn 
out to set the effective limit on equip- 
ment life, the obvious course seems to 
be to estimate the effect of each and 
adopt the shorter indicated life. Informa- 
tion provided by equipment manufac- 
turers, gathered from other users of 
equipment, or obtained through other 
avenues should be used by all means. 
Foregoing any attempt to estimate the 
life of equipment alternatives and adopt- 
ing an arbitrary period, particularly an 
unreasonably short or long one, is folly. 
Anyone who takes the time to insert a 
series of assumed life values in the 
formulae with other data constant soon 
will discover that outcomes can be 
forced to practically any result desired 
and the formulae are only as good as 
the information which goes into them. 


Valuation Problems 


When equipment analysis includes 
the alternative of retaining existing 
equipment, it is necessary to place a 
value on it for the purpose of calcu- 
lating its capital cost under period meth- 
ods or determining its present worth. 
What is sometimes forgotten at this 
point is that only what will happen in 
the future is germane to the analysis. 
Those who forget are likely to fall into 
the trap of the “sunk cost fallacy.” Sup- 
pose, for example, that the existing 
equipment has not reached the end of 
its life and the investment in it has not 
yet been fully recovered. Should the 
unrecovered amount be added to the 
cost of proposed new equipment in ob- 
taining a capital cost figure for the re- 
placement? The answer is no. Decisions 
on future operations should not be dis- 
torted by any desire to recapture sunk 
costs, since nothing can be done about 
the past. The capital cost of the replace- 
ment alternative is its first cost less the 
amount realized by disposing of the 
existing equipment; the capital cost of 
the retention alternative is its value plus 
any expenditures for repair or overhaul 
needed to continue it in operation. But 
what is the value of the retained equip- 
ment? Book value? Trade-in value? 
Scrap value? Following the rule of 
seeking to get the most out of each 
course of action, the value should be 
the highest one actually realizable at the 
time of decision is to be made. Book 
value would not be used, since it repre- 
sents the effect of a past decision which 
cannot be altered (the cost of the equip- 
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ment is “sunk”) and it may or may not 
be a value which can be realized. 


Some apparent valuation problems 
really are not problems at all so far 
as equipment analysis is concerned, but 
are accounting problems. If the life 
and/or residual value of equipment has 
been miscalculated and its realizable 
value is less than its depreciated value 
on the books, past profits have been 
overstated and the book value of the 
equipment should be written down, but 
this process has nothing to do with the 
equipment analysis. All that the ac- 
countant does is not a matter of indif- 
ference for the equipment analyst, since 
the accountant is a source of informa- 
tion, but what he does in recording the 
history of the firm’s transactions should 
not be allowed to affect analyses dealing 
solely with the future. 


Setting residual values is troublesome 
because of the uncertainty which at- 
taches to them. The temptation is strong 
to disregard residual values on the pre- 
sumption that they are too small and 
too far distant in time to be reliably es- 
timated or to have much influence on 
the investment decision and that neglect- 
ing them is conservative, anyway. For 
many types of equipment, however, end- 
of-life values are an appreciable per- 
centage of original values and net in- 
vestment may be badly misstated if they 
are omitted. If there are only small dif- 
ferences among alternatives, if allowable 
rates of return are low, or if equipment 
lives are short, estimation of residual 
value assumes considerable importance 
and should be done carefully, using the 
same sources of information employed 
in determining equipment lives. 


Interest and Uncertainty 


In each of the formulae given earlier 
in the article, an interest term figures 
prominently. The theoretical basis for 
its inclusion, while sound, is not always 
fully understood and some analysts er- 
roneously regard interest as a cost to 
be included only when the funds to 
be invested in equipment are borrowed. 
Properly, for the purposes of equipment 
analysis interest should be viewed as 
opportunity cost, a measure of what must 
be given up if the alternative under 
scrutiny is elected. Whatever the source 
of funds, they are not costless. If bor- 
rowed, their cost is the difference be- 
tween the position of the enterprise if 
it borrows them and if it does not. If 
internally originated, their cost for al- 
ternative X is their return in Y, their 
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best other use. At the least, for example, 
available funds which can be put into 
equipment also can be put into govern- 
ment bonds, so making equipment invest- 
ments which can not earn this much 
means settling for less than the maximum 
profit position open to the enterprise. (In 
the case of interdependent investments of 
course, it may not be possible to show 
that some one component meets the 
test, although the whole complex does; 
this should not give pause, however, for 
it merely indicates that the feasible unit 
of analysis must include more than 
the one component.) In short, the inclu- 
sion of interest in equipment calculations 
is to assure that profit is maximized, at 
least relatively, by assuring that the full 
cost of capital is recognized in every 
proposed application. 


AYING that some interest rate must be 
S chosen does not close the matter by 
far. About the only brief guidance that 
can be offered in respect to selection of a 
specific rate, however, is to suggest that 
it be realistic and that the effect of the 
proposed course of action be taken into 
account in it; one thing which may be 
overlooked is that making the invest- 
ment which is under examination may 
alter the applicable interest rate by 
changing the credit, capital, or earning 
position of the enterprise. Typically 
there will be a spread among the rates 
at which a company can invest its money 
internally or externally and can borrow 
money or increase its capital, so that 
if company funds are to be used for 
purchase of equipment, there is a choice 
to be made and there is no open-and- 
shut case to be made for any one of the 
rates unless there is but a single pos- 
sible source of funds. Use of high rates 
is conservative—some companies in fact 
use a “target” earning rate higher than 
the company’s over-all earning rate— 
in the sense that potential return on in- 
vestments must be high if they are used, 
but the higher the interest rate is pushed, 
the less the chance that any investment 
opportunity will be exploited. That such 
conservatism may be self-defeating in 
passing up good opportunities for su- 
perb ones which never come is limpidly 
clear. 


As long as the consequences of select- 
ing a particular interest rate are under- 
stood, the choice provides a convenient 
point for insertion of administrative 
judgment and is not arguable. In a re- 
stricted sense, selection of interest rates 
to be used in computing costs or pres- 
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ent worths of alternatives also can be 
interpreted as recognition of the degrees 
of uncertainty inherent in the proposals, 
In all that has gone before, sinzle 
valued data and outcomes have been 
presumed; e.g., operating cost has been 
taken to be an unvarying dollar amount 
per period, equipment life a determinate 
number of periods, residual value a 
fixed amount, and the outcome, conse. 
quently, an unequivocal dollar, time, or 
rate of return figure for each alternative. 


Actually the numerical data used more § 


often than not are representations of 
probability distributions, estimates of 
control values of ranges within which 
predicted values—say for operating costs 
—are likely to lie. Since uncertainty 
increases with time, use of a high in- 
terest rate which builds into the analy- 
sis a bias against alternatives requiring 
large capital outlays and long recovery 


periods can serve as a rough correction. 


The correction, however. 


tempting to ascertain the shapes of their 
probability distributions or their mathe- 
matical expectations for given distribu- 
tions. For this reason, interest rates in 
equipment analyses must be regarded 
in most cases more as criteria derived 
for administrative judgment than data 
to be determined. A preferable practice 
is to separate factors intended to com- 
pensate for uncertainty from the interest 
rate intended to measure capital cost to 
avoid mixing up criteria with data in 
analysis and to allow identification of 
the effect of various assumptions re- 
garding risk. 


Conclusion: Why Analyze 
Quantitatively? 


These remarks do not pretend to be 


exhaustive catalog of pitfalls; some of 
the more glaring errors which may be 


committed in quantitative economic anal- § 


ysis for equipment decisions have not 
even been mentioned here. Because the 


purpose has been to focus on some § 


fundamentals which often are not ap- 
preciated, no attention has been given 


to such flagrant missteps as comparing 


alternatives on different bases of output, 
hinging decisions on unit costs or unit 


profits without reference to volume, or | 
making illogical or inconsistent assign | 


(Continued on page 31) 
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Line-Staff Revisited 


Because there are varying degrees 
of responsibility placed in many 
parts of the organization, it is al- 
most impossible to classify all jobs 
either “line” or “staff.” Further, 
attempting this classification is 
impractical, time wasting and 


Going back to the couple who had 
been married less than a year, we 
can see that discussion of function 
and responsibility is important— 
“While you are getting the car 
greased, I”ll buy the groceries.” 
But trying to classify this work as 
either line or staff would be ridicu- 


Any effort to force all people in a 
plant into the line-staff dichotomy 
is no more preper than classifying 
all the world’s people as either 
“tall” or “short”; there are just 
too many “in betweens” for a 
realistic two-part breakdown. 


A close look at your present struc- 
ture may change your thinking 
about not tolerating different kinds 
of structure within a given com- 
pany. Many medium-sized organiza- 
tions have different needs at differ- 
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disclose the following points: 
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ent levels of the company and 

therefore can effectively and har- 

moniously adapt line-staff, func- 
tional and straight line structures 
within one company. 

4. The close look may show us that 
we have relied too heavily on “prin- 
ciples” of organization structure. 
We have assumed that they 
will do our thinking for us. 
We tend to overlook the fact that 
some of these principles conflict 
with each other and require our 
judgment and decision to settle 
the conflict. For example, a nar- 
row span of control would lead 
to a “deep” structure. Conflicting 
with this is the thought concerning 
“fewest possible levels” which 

would lead to a shallow structure. 
Obviously we can’t have both. We 
must think through a compromise 
for ourselves. 

People have often told me “I have 
applied every principle in the book 
and my structure isn’t working.” 
Obviously, if a man applied every 
principle in the book, his structure 
couldn’t be working. 

A close look at line-staff shows that 
there is no substitute for realistic evalu- 
ation of our own situation and the use 
of good judgment in establishing struc- 
ture that best fits our needs. Let’s take 
a closer look at some of the points that 
emerge in revisiting “line-staff.” 


Line-Staff Is Not a Cause But an Effect 


Starting at the beginning, the owner 
of one-man business hires his first em- 
ployee. At this point he must first con- 
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sider: 1) What work the man must do; 
2) What responsibility and authority 
the man must have. 

After a while, he has hired a hundred 
or a thousand men. He is faced with the 
same problem of functions and respon- 
sibility each time he hires a new person. 

One factor normally guides him: He 
usually places authority with work that 
will most directly accomplish the goals 
of his business. This work is normally 
associated with the product the customer 
buys. The functions that usually affect 
the customer most directly are produc- 
tion, sales and finance. 

Because of this, those three functions 
have become the classic “Big Three.” 
Most businesses and books refer to them 
as the “line” functions. 

At this point, we have the “effect” of 
line—or line and staff—but we must 
recognize that they came from the very 
basic question: “To what function shall 
I delegate responsibility to best accom- 
plish our company goals?” 

Line and staff, therefore, are not a 
matter of rule; they are a matter of best 
judgment in a situation where delega- 
tion is called for. 


Responsibility and Authority Are 
Given to the Work — Not the Man 


The primary question is not line and 
staff, it is a matter of who has what 
authority. 

The question of delegation of author- 
ity is one that must be considered with 
the greatest of care. On one hand, 
enough authority must be delegated to 
assure the end result that we hold a 
certain function responsible for. 

On the other hand, it is normal to 
want more than enough authority. In 
some cases, delegating authority can be 
confusing or downright harmful. More 
jobs than we would like to believe can 
be accomplished without authority. 

For example, consider personnel. One 
of their functions is to make sure the 
company abides by all laws concerning 


would be confusing; the student would 
then have two bosses, his instructor and 
his superior. Or it could be harmful. 
We are not trained—we do not learn— 
by being “ordered” to learn. 

Authority to stimulate learning would 
be indicative of poor management, poor 
employees and poor instructors. So there 
are certain places in the company where 
authority is required and there are other 
places where it is not. 

Authority is not delegated personal- 
ly; it is given in the same manner as 
milling machines and typewriters—it is 
distributed in the way that will most 
effectively get out the work. 


The Effect of Growth on Authority, 
Line and Staff 


A company never stands still. It is 
either advancing or retreating. As it 
advances, the work of one man is di- 
vided between two or more. If it retreats, 
the work of two or more men is handled 
by one [or less]. 

This leads to an interesting and real- 
istic view of authority or “line and 
staff.” As a company advances or re- 
treats, a man’s job may be composed 
of a differing number of tasks. Some of 
these tasks, because they are felt to be 
important by the man who delegates 
authority, are given authority to com- 
mand. Other tasks, because of their 
lesser importance—or because author- 
ity would be harmful—are not given 
power to command. 

Because of this, it is common for one 
man to wear several hats. If the con- 
troller advises about improved control 
systems, both he and the man he is ad- 
vising recognize that the power to com- 
mand is not required. By contrast, if 
the controller approves budgets the men 
involved recognize a “command” situa- 
tion. Control of the company’s finances 
is vital to its survival. Because of its 
importance, a number of companies feel 
command authority is necessary for a 
controller to carry out his function. 























employees. They require, and have re- 

ceived, the authority necessary to keep Work Control Systems | Budget 

each department functioning in a legal 

manner. Authority Non-Command Command 
By contrast, personnel does certain 

training work. In this case, authority Of course, command and non-com- 
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mand are not absolutes. There are de. 
grees of authority that may be given to 
any part of a job. The controller mi ahi ; 
have command power at levels beneath ™ , 
his own. But on his own level, a disa.} 
greement may or may not call for arbi. je 
tration by the superior of the men in. a 
volved. So, compounding the problem] 
of command and non-command are the Jy 
degrees of authority delegated by a 
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superior de 
If we recognize that a company | le 
constantly in motion, we can see why Bic 
an arbitrary line-staff division is difi- % ,;, 
cult to maintain. It is more common for 7 
one job to be part command and part # 
non-command. 
Let’s take a bird’s eye view of a typi: 
cal middle-sized company. (Figure 1) 5 r 
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There are vastly different needs in dif- to 
ferent parts of the company. From vt th 
point of view (which I readily grant is 4 no 
not totally accurate) we are looking at 

at least three separate organizations. One fe de 
reports directly to the president, the) (p 
second to the “line” vice president and) si 


the third to a division manager respon me 






sible for a state or territory. 3 an 
Let’s look at them one at a time. [F fo 
The president is responsible for the) ar 
“parent” organization. The mission of : re 


his organization is the investment of} pwc 
funds i the -betterment of the total) in 
le o 
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for advising their superior. They att] 
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tiors of any size and they are not respon- 





ven to § sibie for making overall decisions—their 
might § superiors do that. The first and third 





sroups are highly centralized. The sec- 
ond group is mainly decentralized. 





r arbi. Men reporting to the president and 

en in-§} to the division manager are divided by 

oblem 4 function—work to be done—legal and 

re the personnel are examples. 

by a4) Also reporting to the president, but 
definitely not a part of the same prob- 

any lem. are various subsidiary organiza- 

e why @ tions. One of these is headed by a “line” 

s dif © vice president (Figure 3). 
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The mission of the line vice president 

» differs from that of the top group. He 

Wis primarily responsible for supplying 

the top group with investment funds. In 

© addition, he is responsible for the equi- 

al table administration of company policy 

in dif: to assure maximum production and for 

om one §™ the establishment of a skilled and eco- 
srant is) nomical work group. 


king at Men reporting to the line vice presi- 
ns. One ## dent are divided partly by work function 
nt, the Me (public relations, research, product de- 
ent and§™sign) but predominantly by the manage- 
respon-@§ ment functions of planning, directing 

and controlling. The men responsible 
ime. q for the management functions are the 
for the area and division managers. Their work 


sion of requires them not to be specialists in 
nent of work such as sales, but to be specialists 
ne total§§in the work of managing. This middle 
| group is primarily line and staff. 
§ The third component is the division— 


mone of a series of reasonably self-suffi- 
® cient sales, production and service cen- 
ters (Figure 4). 
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Beginners, Butterflies and Blueprints 


ucH has been written about the ‘first 
M step,’ the ‘first tooth,’ the ‘first date’ 
and the ‘first kiss.’ There is still another 
‘first’ however, equally important, that has 
not been so well publicized, ‘the first day 
on the first job.’ 


Those of us who are definitely settled 
in our life’s work are prone to forget our 
own tremulous beginnings. Think back, if 
you can, to your first day on your first 
job . . . remember leaving home on that 
all-important morning? The family’s well 
wishes rang in your ears: “Don’t worry, 
they won’t give you anything to do that 
you can’t handle!” “So and So got a job, 
and he’s not a bit smarter than you.” “A 
year from now you'll laugh about it.” etc. 


Remember, too, how you eyed all those 
you met on the street, envying their appar- 
ent light-heartedness and wishing mightily 
that this was the third or fourth day. Yes, 
even the second! Your hands were sweaty 
and the butterflies in your stomach felt 
like eagles. In desperation you tried to 
remember some of the things you were 
supposed to have learned in school. Were 
you really entitled to that new, shiny di- 
ploma? You began to wonder. Suddenly 
you understood why some people never 
worked—they were afraid of that first day! 

How your transportation, that usually 
took an eternity to go a few blocks. 
whisked you across town in a matter of 
half-seconds! Mile-a-minute questions raced 
through your mind. . . . Will I be the only 
new one today? Will I know anybody? 
Should I keep quiet and be as incon- 
spicuous as possible or would it be better 
to bluff it out as though I knew what it 
was all about? 


Then, the awful moment when you ac- 
tually approached your target, the place 
where you were going to work! The wild, 
sinking feeling of paralysis that seized you 
as you stared at the forbidding-looking 
building. You stopped to tighten a shoe- 
lace that wasn’t loose. Then you stooped 
over, in a poorly executed gesture of non- 
chalance, to read a fragment of newspaper 
lying on the sidewalk. When you straight- 


ened up, you couldn’t remember a single 
word you had read. In spite of your delib- 
erate, delaying actions, you suddenly found 
yourself drawn by some irresistible force 
toward the Door of Doom! Trance-like, 
you walked in.... 

Lest our reminiscing tend to discourage 
young job seekers, it might be well to 
forget our past and concentrate on their 
present. The modern factory is no longer 
an inspiration for a horror story. Begin- 
ners are not shackled to their machines, 
nor are they subject to periodic tongue 
lashings by scowling slave drivers. On the 
contrary, graduates who have managed to 
acquire a suitable groundwork, are much 
in demand. Even those who bring little or 
nothing in the way of special knowledge 
or talent are welcomed with opportunities 
un-heard of in the past. 

Under the old order, new ‘hires’ were 
frequently placed in the charge of persons 
ill-fitted for the job of teaching. More 
often than not, the beginner’s teacher was 
chosen by impulse, the foreman’s impulse 
“Here Mac, give this guy the lowdown.” 
Whether or not Mac was actually qualified 
to instruct others, was of no consequence. 
The ‘so what’ attitude reflected a general 
air of dis-interest and resulted in a hap- 
hazard method of teaching new employees. 

Not so today. Once hired, newcomers 
are given every consideration. Their poten- 
tial is acknowledged, and as a result, they 
are expertly trained by carefully selected 
personnel. The beginner today is recog- 
nized as an investment which, if cared for 
properly, will return substantial and con- 
sistent dividends to himself as well as his 
employer. 

That being the case, ‘the first day on the 
first job’ should hold no terror for the new 
employee. Rather, it should be recognized 
as another of Life’s important milestones 
—one that could well mark the beginning 
of a happy and successful career. * 


R. O. Brotherton 
Expediter 

Naval Defense Plant 
Minneapolis, Minn. 





Quite commonly all men reporting to 
the division managers have divided re- 
sponsibilities. They are responsible for 
their own operative areas—for example, 
sales, production and accounting—and, 
in addition, they act as advisers to their 
division manager. In some cases their 
superior makes decisions, but in many 
he merely furthers or coordinates the 
decisions of the men reporting to him. 
This third group is functional, but with 
a heavy leaning toward “line.” 

There are obviously other differences 


but those are not pertinent, as I see 
them, to the issue at hand. 


The problem, then, becomes at least 
four separate problems. These would be: 


1. To accomplish the mission of the 
“parent” company, precisely what 
authority must the president dele- 
gate to each man reporting to him? 

2. What authority must the line vice 
president delegate to the men re- 
porting to him so that his responsi- 
bilities can best me met? 

(Continued on page 31) 
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OR some time we in General Electric 

have been very much interested in 
the question of what makes people co- 
operative. For example, we have done 
many things that reflect an interest in 
our employees; and we are continuing 
our search for better ways to contribute 
to their welfare. Particularly we would 
like to know more about the way in 
which the full creative potential of peo- 
ple can be released and joined together 
in a common purpose. 

I will attempt to spend most of the 
time allotted to me in telling you about 
some of our experiences with attitude 
surveys as they relate to this matter of 
understanding people better and finding 
out what can be done to win their coop- 
eration. However, before I turn to the 
subject of attitude surveys, I would like 
to take a little time to build a more gen- 
eral background in such a way as to 
provide a broad setting for what I have 
to say later. 

I am sure many of you are familiar 
with the work and the thinking of L. R. 


Boulware, Vice President, Public and 


What Makes People Cooperate 


Employee Relations, in General Elec- 
tric.* Over the past 10 years or so, he 
has given leadership for the develop- 
ment of a broad philosophy, which has 
been both useful and challenging for all 
of us working in the functional field of 
Public and Employee Relations. 

A business, Mr. Boulware points out, 
is a kind of clearinghouse, in which 
managers bring people together for the 
purpose of making and selling goods 
and rendering services. The people who 
are brought together form groups hav- 
ing different but interdependent roles. 
There are the customers, who purchase 
the goods and services, and whose pay- 
ments are the continuing source of in- 
come for the business. There are the 
shareowners, who supply the tools, 
equipment, and facilities, in turn for 
which they are paid dividends. There 


are the employees, who contribute all 


* Boulware, L. R.. WHY AND HOW GEN- 
ERAL ELECTRIC IS INTEGRATING PUB- 
LIC AND EMPLOYEE RELATIONS—A pa- 
per presented before the American Manage- 
ment Association, Colgate University, July 23, 
1956. 








Dr. Schwarzbek has been with General Electric since 1946 in 
various phases of employee relations work. Prior to this time 
he spent four years on active duty with the U. S. Navy. From 
1936-42 he was Assistant Professor of Psychology at Witten- 
berg College in Springfield, Ohio. Dr. Schwarzbek received 
his Ph. D. from Ohio State University in 1935. He is a member 
of the American Psychological Association and the American 
Association of the Advancement of Science. 
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of the varying kinds of work that gol 
into the designing, making, and selling) . 
of products and services, and for whichiil 
they receive wages and salaries. Ther 
are the suppliers and vendors, from! as: 
whom raw materials, tools, and supplie: |. 
are purchased, as well as the distrib. 
werd dealers, and contractors. 


as the puliic, which we , generally think 4 
of as being represented by various agen- 
cies—in particular, city, local, state, and a] 
federal governments. is im ple 


The task of management in dealingpy a ; 
with all of these various groups whojy is 
both contribute to, and have a claim eve 
upon, a business is essentially that of) ecc 
pleasing people. And it may be worth B fai 
noting here that there is considerable yy thi 
variation in the skillfulness with which] pe 
certain groups of management are able( rez 
to perform this task. It is probably true det 
that the art of pleasing customers, fot ‘ oes 
example, is more highly developed than 
that of pleasing employees. 4 pec 

It is also part of our General Electric ple 
thinking that in order to please peopl] the 
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means that it is management’s job tO son 
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the total return that is available at the 
time. 

{here are at least two factors that 
plas a very important part in pleasing 
people and that need to be taken into 
consideration by management. 

The first of these has to do with the 
nature of the human being and what 
is necessary to satisfy him. The mistake 


© has often been made of assuming that 


the only returns people are looking for 
are those in the financial or material 
realm. Of course, it must be admitted 
that the basic physical and economic 
interests are very insistent and tend to 
dominant whenever there is 


© only enough available to meet the bare 


necessities. However, in a period of 
abundance, such as the one we are in 
now, where so many of the basic eco- 
nomic needs are well satisfied, other types 
of human needs become dominant. These 
needs we think of as being in the psycho- 
logical, social, and spiritual realm. In 


) the psychological realm, for example, 
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there are such things as pride in work- 
manship. desire to exercise creative ca- 
pacity. and a sense of inner security. 
In the social realm there are such things 
as a desire for pleasant and interesting 
associations with others, constructive re- 
lationships between boss and employee; 
and in the spiritual realm, such things 
as the desire to see principles of hon- 
esty, charity, and freedom prevail. 


[' is particularly worth noting that 
management may fail in its task of 
pleasing people, because it does not do 
a good job in the material realm; but it 
is becoming increasingly apparent that 
even when management is satisfying the 
economic wants of people, they may still 
fail in their overall mission. It is for 
this reason that the extra effort to please 
people in the psychological and spiritual 
realms may well be the most important 
determiner of management’s overall suc- 
cess in running the business. 


The second consideration in pleasing 
people is the realization that what peo- 
ple need or think they need, and what 
they think of as being their fair share 
of the returns from a business, may be 
in excess of what is actually available. 


Thu. it sometimes happens, for exam- 
ple. that the customer thinks he should 
pay only $1 for the product that is 


actu lly worth $2. Similarly, employees 
son’ ‘imes feel that they should have $2 
in} y for work that is worth only $1. 
To successful under these circum- 
star +s, it is important for management 











not to lose the customer, nor to have the 
employee quit, nor to have the share- 
owner sell his interest in the business. 
Rather the task is to persuade these peo- 
ple that what is being offered them is 
their proper and fair share in relation 
to what is in the best balanced interests 
of all of those who contribute to, and 
have a claim upon, the business. This 
again involves an appeal to those psy- 
chological and spiritual values men- 
tioned before. In great measure it rests 
upon management’s willingness, first of 
all, to do what is right; and secondly, 
it rests on management’s ability to give 
the people an understanding of the true 
nature of the business and of the eco- 
nomic facts which underlie it. 

Let us now focus our attention more 
sharply to one of the contributor-claim- 
ants: namely, the employee; and let us 
try to determine in what ways the atti- 
tude-survey techniques help in the im- 
portant task of pleasing these people. 


The Attitude Survey as a 
Tool for the Manager 


Our survey was conceived and devel- 
oped as a tool for operating manage- 
ment. Several implications grow out of 
this fact. The characteristics of the sur- 
vey itself, and certainly the underlying 
principles and procedures, are influ- 
enced significantly when managers use 
the survey as a tool to help them do 
better their job of managing. 

Perhaps the first factor deserving no- 
tice is the manager’s own emotional 
responses to the survey. In a very real 
sense he allows himself to become a 
target for critical as well as laudatory 
comments from his employees. Under 
such circumstances it is quite easy for 
him to feel that his own security is 
threatened. He will naturally try to learn 
beforehand about survey procedures; 
and, in particular, he will try to antici- 
pate how the outcome may affect him 
personally. It is important that sufficient 
time be allowed for these attitude ad- 
justments to take place before the ques- 
tionnaires are administered, because this 
is the only way in which the manager’s 
fears and defensiveness can be overcome 
—a step which must be taken before the 
survey can become a helpful tool to him. 
In the final analysis, the real value lies 
in the fact that the manager accepts the 
survey as a tool that will help him be- 
come a better manager. 

In the second place, the survey is a 
method whereby the manager can in- 
crease his knowledge and understanding 
of the attitudes—the likes and dislikes— 


of his employees. A brief standardized 
questionnaire is used to record these 
attitudes. 

The knowledge about people’s atti- 
tudes derived from surveys is of a dif- 
ferent sort than the information that 
comes to the manager in his day-to-day 
experiences—such casual conversations, 
reports about stress situations, appeals 
for hearings on grievances, etc. Survey 
knowledge comes from systematically 
gathering opinions from all of the peo- 
ple in an organization under controlled 
conditions. Furthermore, it describes a 
group rather than individuals; and it 
does this in quantitative or statistical 
terms. 


iy is also important for the manager to 

realize that the attitudes and opinions 
of employees as recorded in a survey 
may not reflect conditions as they ac- 
tually are. The important thing is that 
the survey reflects what people believe 
are actual conditions. These beliefs are 
the realities with which a manager must 
deal, whether they are founded on fact 
or on fancy. 

Third, the time required and the cost 
of conducting surveys are of great im- 
portance. When the cost is high, com- 
pared to the amount of information ob- 
tained, most managers will be slow in 
accepting the survey as a standard pro- 
cedure suitable for regular and repeated 
application. Furthermore, if the survey 
involves complicated scheduling or re- 
quires large amounts of time, there will 
be a tendency to occupy the managers 
in these administrative matters, rather 
than to obtain their full attention on 
the important matter of interpreting re- 
sults and planning and carrying out 
follow-up action where it is needed. The 
use of a short standard questionnaire 
administered to all the people in an or- 
ganization has helped achieve the neces- 
sary economies in time as well as cost. 

In the fourth place, certain techniques 
and procedures are significant when 
using the survey as a management tool. 

One of these procedures is concerned 
with the grouping of employees for the 
purpose of administering the survey and 
also of analyzing and interpreting the 
results. The employees within a given 
component, plant, or office, are sub-di- 
vided into groups according to organi- 
zational lines. In this way each manager, 
supervisor, and foreman, gets a reading 
on the attitudes of those reporting direct- 
ly to him. This accomplishes two pur- 
poses: It locates those areas within the 
organization that have significantly 
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higher or lower attitudes than the aver- 
age; and, by placing this information 
into the hands of those managers who 
are closest to the situation, it decentral- 
izes the decision-making and the follow- 
up action. 

Another aspect of the procedure is 
the manner in which the nature and 
purposes of the survey are explained to 
participating employees. In essence, this 
consists of pointing out that knowledge 
of what employees like and dislike about 
their work helps managers do a better 
job in running a successful business. 
Although employees may be led to ex- 
pect direct personal benefits from the 
survey. this is not presented to them as 
the primary purpose. We have found 
credibility and cooperativeness greater 
when management frankly and openly 
emphasizes the primacy of the Com- 
pany’s interests over the employees’ in- 
terests. We feel that this fact, too, has 
considerable significance when it comes 
to pleasing people. 


Structure of Survey Questionnaire 


The items on the standard question- 
naire are simple declarative statements, 
such as: “Temperature and ventilation 
are good in my work place;” “The work 
runs smoothly here;” “All in all, I am 
satisfied with my pay.” The employee 
records his answers to show how much 
he agrees or disagrees with the state- 
ment. The entire questionnaire contains 
40 items. 

The questionnaire has been system- 
atically designed to be broad in scope 
and deep in penetration. It was devel- 
oped so as to cover all significant atti- 
tude areas. In order to do this, we car- 
ried out many interviews with employees 
and managers, as well as professional 
social scientists. From these we obtained 
a large list of items. We then adminis- 
tered this list of questions to several 
hundred employees and subjected their 
answers to a statistical analysis, which 
eliminated the many duplications and 
left us with a small number of items 
classified according to the major attitude 
areas found in employees. 

This same analysis also gave us a 
structured questionnaire. That is to say, 
it set forth all of the significant broad 
attitude areas, each of which is relative- 
ly unique and has a minimum of over- 
lap with any of the others. We found 
eight such somewhat separate and dis- 
tinct areas. We selected five items to 
measure each, thus accounting for the 
40-item questionnaire. Each group of 
five items is called a category. A typical 
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category—W orking Conditions, say—is 
composed as follows: 

“Temperature and_ ventilation are 
good in my work place.” 

“The layout of space and facilities is 
convenient.” 

“It’s too crowded in my work place.” 

“Our work area is kept neat and 
clean.” 

“It’s too noisy in my work place.” 

The following is a list of all the eight 
categories: 

1. Communication 
Working Conditions 
Operating Efficiency 
Compensation 
Group Harmony 
6. Future Opportunity 

. Supervision 
8. General Management 


ae 


The questionnaire for exempt em- 
ployees contains an additional fifteen 
items grouped into three extra categories 
as shown below: 

1. Orientation 

2. Worthwhileness 

3. Work Pressure 

The questionnaires are scored and 
tabulated on electronic computers, using 
punched cards. A single figure repre- 
sents the attitude expressed on each item 
for each group of employees covered in 
the survey. This single figure is the per- 
centage of people in the group giving 

“favorable” answer to the question. 
A “favorable” answer consists of the 
“agree” responses to the positively stated 
items; and the “disagree” responses to 
negatively worded items. 

Scores for all the groups in the or- 
ganization, or for various combinations 
of groups are consolidated to show sum- 
marized results. 


Summarizing Data 


Provide a very broad summary of the 
entire survey for the manager to show 
how the hourly, the non-exempt and the 
exempt salaried employees in his plant 
compare with each other and similar 
groups in other plants. Give this infor- 
mation for each of the attitude areas or 
categories. 

Similar charts are constructed to give 
a more detailed analysis by showing the 
scores for each of the individual ques- 
tions making up a category. A complete 
portrayal of all results on the forty indi- 
vidual items of the questionnaire thus 
comprise eight such charts—one for 
each category. 

Show the category scores for all of 
the various groups within the organiza- 
tion and reveals at a glance the relative 
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standing of each group in each category, 

Actual data from one of our studies 
discloses two important general facts) 1S 
The first is that the group with thei P 
highest average for the entire question. = 
naire does not necessarily have scores °! 
above the other groups in all of they pl 
categories; nor does the group with thes 
lowest questionnaire average necessarily) 
have the lowest scores in all of its cate.@ St 
gories. The second is the wide range oj i 
differences between the highest and the Ps 
lowest groups for any category. iA 

It is more or less standard practice) 
to begin interpreting such summarized k 
survey results by identifying the hid 
and low groups and categories. Succeed.) 
ing steps of such a diagnostic procedure 
consist of a more detailed examination 
of all the available survey data covering 4 
scores on individual questions, especial.) 
ly for those groups with unusually ial 
or low category scores. ; 
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Interpretation and Use of Results 


be Motes eed 
~ 
_ 


Surveys do not provide ready-make 
guides to action. 4 
pretation are essential steps to obtain a@ 
fuller understanding of the groups in anj : 
organization. With enlarged understand. © 
ing better decisions and more construc § 
tive action can follow. 

The task of interpreting survey results 
pce 
ity—notwithstanding help he may ref 
In fac. 
each manager throughout the organiza-| 
tion needs to share in this task. The sur} 
vey provides a summary of attitudes cl 
each component; and the manager of ue 
each of these components is in the best © 
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various groups by rere it to the i 
survey data. This might include such 
items as the composition of the eroup i 
as to sex, age, length of service of em] 
ployees, etc., and information abou ® 
work-load fluctuations, or any other® 
types of changes in schedules, methods, 
organization, etc., in the group. Per§ z 
formance and behavior records of vari} F | . 
ous kinds, such as output, quality, acc 
dents, grievances, turnover, etc. in the i 
group are often clues that round out the™ 
meaning of survey results. 2° 
We have a great deal of testim on j 
from our operating people that the] 
standardized attitude survey, when ap] 
plied as a diagnostic tool, proves very i 
useful. It helps them get a better uniler 
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standing of their people, and it is useful 
as 2 means of motivating them. There 
is also evidence that the sheer act of 
participation in a survey is satisfying to 
employees and gives them a better job 
outlook. It’s another indication to em- 
ployees that management is mindful of 
them: and we have known, at least as 
far back as the days of the Hawthorne 
studies, that performance and attitudes 
both are improved when management 
pays attention to the employees. 


Are Attitudes Related 
to Performance? 


However, there remain a number of 
unanswered questions about the survey 
technique. Perhaps one of the broadest 
and most typical statements of what I 
have in mind is revealed in this question 
from a manager. He said: “How can I 
be sure that the comparatively high sat- 
isfaction level shown by this particular 
survey indicates a basic cooperative spir- 
it and willingness to put forth good 


} effort rather than merely a complacency 


among the people in the group?” This 
statement is representative of many 
questions that are asked about the con- 
nection between attitudes and work per- 
formance. Is there a connection between 


 people’s attitudes and the way they per- 


form their work. 

In asking this question, the manager 
was not unmindful of the many practical 
benefits he had already obtained from 
his survey in the form of a better under- 
standing of his employees. He appreci- 
ated the way the survey confirmed some 
tentative diagnoses he had previously 
made on the basis of other information, 
and he also valued the fact that where 
survey results seemed to conflict with 
other kinds of evidence he obtained use- 
ful guidance in deciding when and how 
to seek further until he obtained an 
answer he could accept with certainty. 
What he really seemed to be asking 
was whether some general rules have 
emerged that describe how attitudes are 


related to other characteristics of work 
groups such as, the kind of work done, 
the ‘ype of plant and community envi- 
ronment, the kinds of people in the 
grovy, the methods and policies of man- 


gement, the amount and quality of 
wor done, and so on. 

idies on these kinds of problems 
are ‘ar from complete and time does 


~~ 


not ermit presenting more than a brief 
san ling of some of our results so far. 
Hoy 


‘ver, the following general state- 
er » will serve to show the direction 
‘\ ich these findings are pointing and 








they may illustrate what seems to be a 
very promising area of study: 

—Average favorabieness of salaried 
employees is greater than that of 
hourly employees. 

—There is only a very small differ- 
ence in averages between exempt 
salaried and non-exempt salaried 
employees. 

—Exempt salaried employees in vari- 
ous functions, such as engineering, 
marketing, manufacturing, finance, 
showed no attitude differences on 
the average. 

—Whereas, average differences be- 
tween various kinds of employees 
mentioned above are generally 
quite small; there is a large range 
of differences among the groups 
within a plant, regardless of kinds 
of employees. 

—lIn one plant, one group of hourly 
employees doing light conveyorized 
assembly work and earning about 
25 per cent above the incentive base 
were more favorable in some atti- 
tude areas than a group similar 
in all respects except their earnings 
averaged only about 0 to 5 per 
cent above the incentive base. The 
former were more favorable re- 
garding attitudes toward supervi- 
sion, toward associates (Group 
Harmony), and toward operating 
efficiency; but there were no dif- 
ferences between the two groups 
regarding attitudes toward pay, 
future opportunity, or working 
conditions. 

—In another plant, two groups of 
engineers doing similar work, but 
differing in the performance ap- 
praisal management made of them, 
were compared. The higher rated 
group was more favorable in atti- 
tudes toward pay and future oppor- 
tunity, but there were no differences 
in the other attitude areas. 


Our data are not extensive enough to 
provide explanations for all these find- 
ings. They do demonstrate, however, 
that there are attitude differences asso- 
ciated with certain performance differ- 
ences, but that this is not a simple rela- 
tionship. From this it follows that no 
completely general rules are available, 
for the present at least, as guides for 
the interpretation of survey results. How- 
ever, those general principles that are 
available, when combined with the diag- 
nostic method described earlier, provide 
a way for dealing with each unique 
group of employees on an individual 
basis. 
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Now let us consider what role atti- 
tude surveys may play in winning the 
cooperation of employees. 

Our experience has shown that an 
overwhelming majority of the employ- 
ees interpret the survey as a manifesta- 
tion of management’s interest in them. 
It shows them that they are being ap- 
preciated as important contributors to 
the success of the operation. 

In this connection it is worth recalling 
our earlier observation that the better 
procedure proved to be the one in which 
the purposes of the survey were stated 
so as to place primary emphasis on the 
welfare of the business rather than on 
the personal satisfaction of the employ- 
ees. This fact shows that employees do 
not resent it when management puts the 
best interests of the business first. Rather 
they expect it. 

However, it does not necessarily fol- 
low that employees will automatically 
remain cooperative, especially if they 
come to believe that their own interests 
are unfairly subordinated to the welfare 
of the business. Therefore, it is highly 
important to take steps to point out and 
keep on emphasizing that in the long 
run there is a large area of common 
interest between a business and its em- 
ployees; and that personal satisfaction 
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can come from being identified with a 
successful business as well as from get- 
ting the direct material rewards. 


I believe that there is a tremendous 
opportunity in these areas for manage- 
ment to win people’s cooperation by 
providing these extra psychological and 
spiritual satisfactions to employees. 
First, by assuming and acting as if the 
employee were capable of being inter- 
ested in the business and not only in 
fulfilling their own personal desires; 
second, by giving serious and continu- 
ous attention and study in order to deter- 
mine what is right and fair to all those 
who have an interest in the business, and 
then vigorously and voluntarily doing 
what is right; third, by explaining and 
interpreting the business to the people, 
so that everyone may know not only 
what the basis is for the rewards he gets, 
but also what he himself can do so that 
his efforts will contribute most toward 
the success of the business. 


How to Interpret Business 


Our experience shows that interpret- 
ing a business to employees is a con- 
tinuing task requiring day-to-day atten- 
tion. Furthermore, if employees are to 
get a consistent concept of the business, 
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so that they may genuinely understand 
and feel their personal role in it, then 
the task of interpreting is one for all 
managers, not only the general man- 
ager. 

Our attitude-survey results contain 
some suggestions regarding the manner 
and approach by which managers may 
carry on these communication activities. 

In some of our questionnaires we in- 
serted two items in addition to the 40 
standard ones already mentioned. The 
wording of these questions is as follows: 

Item S: SUPERVISOR STOPS TO 
TALK 

During the past week how many 
times has your supervisor stopped 
by to talk to you individually about 
your job and your work? 

Item E: EMPLOYEE GOES 
SUPERVISOR 

During the past week how many 
times have you gone to your super- 
visor to talk about your work or 
to ask questions about your job? 

We then classified employees into 
groups according to the way they an- 
swered these questions (“none,” “once,” 
or “more than once”) and then tabu- 
lated and compared the attitudes of these 
groups as measured on the standard 40 
questions. 

Employees who report more frequent 
contacts by their supervisor generally 
have more favorable attitudes than do 
those who say their supervisor did not 
stop to talk to them. Also employees 
who reported going to their supervisor 
more often had more favorable general 
attitudes than did those who reported 
making no contact with him. 


TO 


Do these results mean that attitudes 
will be progressively more favorable if 
employees note a larger amount of com- 
munication between themselves and their 
supervisor, regardless of who initiates 
the contact? We obtained information 
bearing on this question by making still 
another tabulation—this time by making 
four groupings of employees according 
to the way they answered both of these 
questions. 


Group 1 contained those who said 
they made no contact with their super- 
visor, nor he with them. This represents 
the least communication. Group 2 con- 
tained those who said they made con- 
tact with their supervisor, but that he 
did not come to them—a moderate 
amount of communication. Group 3 con- 
tained those who said they did not go 
to their supervisor but that he had made 
contact with them—also a moderate 
amount of communication; and Group 4 








ADVANCED MANAGEMEN! 
| MA 





contained those who reported going tof 
their supervisor and also his coming tol 
them—the most communication. 

If it is true that a greater quantity of 
communication is associated with more 
favorable attitudes, we would expectf 
Group 1. to have the least favorabk§l 
attitudes, and Group 4 the most favorjm 
able. Attitudes of Groups 2 and 3 would 
be about equal, oy intermediate be. 
tween Groups | and - a Hl 

However, this was not the result wep > TR 
obtained. Instead, the data showed e™ 
sentially two things: 1) Attitudes “a 
always better in those groups where thes ; 
employees report that the supervisor ist 
the one who initiates the communication, 
When the supervisor initiates the com. 
munication it does not seem to makel™ 
much difference whether the employees) a 
themselves also go to the supervisor orl 
not. 2) When the supervisor is not seenjm 
as the one carrying communication tol§ 
the employees, then the attitudes are les)™ 
favorable and they are markedly les 
favorable when the employees them™ 
selves take steps to initiate the commu 
nication—but where the supervisor doe 
nothing. 4 






Sig Mniniaaieas as 






The interpretation we suggest is that i 
the leadership role of the supervisor is 
more important than is the sheer volume [ 
of communication. It is not enough to B bee 
wait until employees ask: these results e eng 
suggest that communication, to be effec il ol 
tive, must be given direction and carried™y °Y* 


® th 
to the employees. os. 


- hav 
; fits in with what we know about} ;,, 


pleasing people. People are mor§¥ fer, 
likely to be kindly disposed if, from the did 
beginning, they are given a clear pic ter 
ture of the position of the person whoj der 










would persuade them—in this case their)) | 
manager or supervisor. In this way em] Po 
ylovees may understand and become a¢: a. 
customed to their economic role in they B the 


business and appreciate the connectioily 
this has with their own interests. Thel wh: 
risk of creating dissatisfaction by simply] in | 
making no effort to clarify peoples{® esti 
roles in an undertaking is considerable 1 
It is almost certain that, if a manager) a h 


does nothing to clarify his employees jj *" 
economic role in the business until they] sed 
themselves take the initiative to seecll "oy 
clarification by asking questions, it i@ dé 


too late. By that time it is highly prob] be “7 
able that the dissatisfaction has alre advil the 
occurred. MM pre 

Thus, pleasing people—winning heitl will 
cooperation— cannot be taken fo! i ple 
granted. It is a continuing task recur the 


. . *.* a SIgi 
ing an active and positive approach , ; sia 
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les are Harry Levinson, Ph.D. Published by 
ere the E Science Research Associates, 57 West 
; - Grand Ave., Chicago, 10. 102 pages 
1sor 1s $2.25. Orders of 25 or over $1.75. 
cation. LEADERS GUIDE, 26 pages $0.50. 
. e Same authors and publishers. One 
S supplied with orders of ten books. 
make 
ployees VER since the pioneer days of Scientific 
isor orm Management there has been a strong 


ot seenfm feeling that psychiatry could be of great 
tion tom help in solving problems in industry that 


tre lest involve people. Frank Gilbreth took a list 

ly less of human relations problems to his friend 

“them Dr. Ernest Southard of Boston, an out- 

: © standing psychiatrist of his day. He located 

, ae hospitalized patients whose condition had 
( 5 


M been caused by emotional problems in 
™ their industrial life and helped his engi- 
is tha neer friend to understand causes and to 
visor k)§ look for ways of preventing difficulties. 
volume Undoubtedly since that time there has 
ugh tol been cooperation between management 
results@m engineers and psychiatrists, but accounts 
e effec of the projects involved have not been 
carried available to the general reader, or even to 
W) the seeker for knowledge eager to work 
4 in this field. The few psychiatrists who 
} have spent full time in this field in indus- 


y about ly try have been too busy to speak at con- 
P MORE ferences of management people or if they 
‘om thef# did speak they have used such technical 
ar pic terminology that they were not easily un- 
yn whom derstood by “laymen.” 

se their’ During the last few years the Menninger 


‘ay em Foundation of Topeka, Kansas, has not 
Honly developed interest in this field but 


pme ac] 
it. i mm Ways of meeting the needs. The writers of 
._ fm the texts here reviewed are not only author- 
nections ities but possess the rare gifts of knowing 
ae. Thee what they are talking about and saying it 
“simp ’ in a way that is easily understood, inter- 
veoples@ esting. practical and stimulating. 
derable@} This “Guide for Supervisors” is called 


nanagel§ 4 headbook, but it has none of the char- 


ployees jm 2¢te''stics of the heavy handbook as Indus- 
itil the’ m ‘ty ‘vows it. Instead it is light in the hand 
to sey mg nite it is serious in purpose, presents 
s, it is Its raterial with a light touch. There is 


. . a sii rt preface in which the authors ex- 
ly Prova plai 


that they are not trying to give all 
already the 


swers to human problems but rather 

pres iting a point of view that they hope 
ng heitf™ Will -ad to a better understanding of peo- 
en fotl ple -.d what makes them act in the way 
they o. A note says that the book is de- 
sign . to be a help in developing or ex- 
Pan. ig training programs. It is a book 





rec ull) 
ach 4" 











that helps one to locate and state problems 
and indicates methods of solving them 
without trying to prescribe step by step 
solutions. It seems to aim to make better 
supervisors as well as better supervision. 

The chapter headings indicate the sim- 
plicity and clarity of the material: “You 
and Your Men,” “How Do People Get 
That Way?,” “What Personality Consists 
of,” “How Your Personality Protects It- 
self,” “You, too,” “In Conclusion.” To the 
Management man trained to think in terms 
of the questioning method, and concerned 
with the what, the why, the who, the where, 
the when, and the how, this is a type of 
presentation that he understands and ad- 
mires. 





S.A.M BOOK SERVICE 


All books reviewed or listed in this 
department may be read or bought 
under the AMLS Plan, at less than 
publishers’ list price. See below for 
details. 








Each chapter stimulates questions, gives 
case material, has lively and stimulating 
illustrations, gives evidence of first hand 
knowledge of what happens in the factory 
and why. At the end of the book is a short 
list of references, “For Further Reading” 
diversified as to author and field of interest, 
but all referring to books or articles writ- 
ten during the last 20 years, most of them 
the last 5 years. 

On a first rapid review of the short, un- 
assuming book one is impressed by its 
readability .It presents situations that come 
up day in and day out, it has a sense of 
humor. But a more careful reading im- 
presses one with the soundness and im- 
portance of what is said. Here two men 








THE ADVANCED MANAGEMENT LIBRARY SERVICE 


EADERS of ADVANCED MANAGEMENT can secure any of the books listed above, or any 

other current U. S. book in management or related fields from The Advanced Management 
Library Service, 3209 Columbia Pike, Arlington 4, Virginia. 

Just fill out and mail this request coupon, and the books you want will be sent to you quickly 


by mail on a loan or purchase basis. 


AMLS GROUND RULES 


The services of AMLS include: (a) Unlimited loans by mail of any current books in management 


or related fields (Fees for this service are $1.25 per book, for two-way postage and handling 


charges and up to six weeks of reading time plus two weeks standard mailing time. 25c a week is 


charged after the first eight weeks): (b) An option to the borrower to keep any loan book he 


wished at a price which is progressively less than the publishers’ list price as the particular book 


has had previous use: and (c) Supplying new copies or used copies when available of any book in 
p | p 


print for purchase at a standard discount which is 10% for most new books. 
AMLS services are available exclusively to readers of ADVANCED MANAGEMENT. The loan 
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steeped in the findings of research and 
application have come to the final stage 
of wide usefulness where they can tell us, 
simply and clearly, what needs to be done 
and why. One has the feeling that the 
‘advice given is based not only on knowl- 
edge, but on wisdom, and that the authors 
have a warm concern for people and want 
to help people to be the best selves they 
can be. 

The “Leaders Guide” gives suggestions 
to supplement each chapter of the book, 
also a reading list and a list of films and 
film strips. Doubtless later editions will 
include more material. It is to be hoped 
that this will include more of the authors’ 
own books and articles, which they have 
modestly omitted, for these are the most 
helpful there are in leading one to the 
rich resources of experience from which 
these small, helpful pamphlets are derived. 


William M. Gilbreth 


Management Theory and Practice 


A-20 Management in a Rapidly Changing Economy— 
Dan H. Fenn. 35! pp. McGraw-Hill. 1958. $5.00. 
A review of new problems and new approaches 
to management in the U. S. as seen by many 
leading executives and management authorities. 
This book is a compilation of the speeches and 
discussions at the 27th National Business Con- 
ference of the Harvard Business School. 

The Learning Process For Managers—Nathaniel 
F. Cantor. 160 pp. Harper. 1958. $3.00. 
Considering the key role of the manager as a 
teacher and guide for those who work under 
him, this book gives practical advice on psy- 
chological factors and techniques of teaching 
and learning which must be understood if this 
job is to be done effectively. 

Management For Engineers—Roger C. Heimer. 
466 pp. McGraw-Hill. 1958. $6. 

Engineers increasingly find themsel ves carrying 
management responsibilities for which their 
basic training and previous experience provide 
nadequate guidance. This book is designed to 
fill this gap in a frame of reference which will 
be understandable to both student engineers 
and practicing ones. 


A-21 


A-22 


Management Tools and Techniques 


B-34 Brainstorming — Charles H. Clark. 262 pp. 
Doubleday. 1958. $4.50. 
Subtitled "the dynamic new way to create suc- 


cessful ideas’ this book explains the basic ap- 
proach and methods and gives specific exam- 
ples of the "brainstorming'' technique. This 
carefully planned way of achieving a completely 








Have You A ‘Best Seller’? 


ADVANCED MANAGEMENT invites 
articles dealing with all phases of man- 
agement in business and in industry. 


members have material for articles 
which will be of great interest to our 
readers. We hope those who do will 
find the time to put their ideas on 
paper so that others may share their 
experiences. 


We feel certain that many S.A.M 








B-35 


B-36 


B-37 


B-38 


B-39 


B-40 


4 
Corporate Public eo W. Hill. 
5 


A Decade of Industrial Relations Research, 1946- 
1956—Neil W. — and others. 2/3 pp. 
Harper. 1958. $3.5 

A summary 1. a by the Industrial Rela- 
tions Research Association describing major 
research findings on all aspects of union- 
management relationships. 


Classrooms In the Factories—Harold F. Clark 


and Harold S. Sloan. 135 pp. Associated Col- 
lege Presses. 1958. $3.75. 

An interesting report on the expanding educa- 
tional activities which leading American busi- 
ness firms are carrying on for their employees. 
Covers everything from training of workers at 
the bench to efforts to raise the caliber of top 
management through genera! educational 
courses in cooperation with universities. Based 
on a study of the practices of the 500 largest 
industrial corporations in the U. ” 
| 
pp. Harper. 1958. ‘ 

Treating public relations in its broadest aspect 
as one of the major tools of modern manage- 
ment, this book centers on how business can 
make the most effective use of public relations 
techniques in communicating with the public 
and its own employees. Covering such basic 
fields as public attitudes towards business as 
a whole and a particular business enterprise; 
relationships between business and the edu- 
cational system and special public relations 
problems in the international sphere, this book 
shows how far modern public relations has 
grown in scope and depth from old-fashioned 
press agentry. 

Automation—Frederick Pollock. 276 pp. Praeger. 
1957. $5.00. 

A thorough study of the economic and social 
consequences of automation in the U. S. The 
study was made by a European expert and 
contains interesting insights on the American 
scene in this area. 

Motion and Time pate-tee M. Barnes. 677 
pp. Wiley. 1958. $9.25 

The fourth edition of a well known standard 
book. New chapters give up-to-date information 


on such new developments as motion study 
mechanization; electronic data processing; sys- 
tems of time-motion data; work sampling; the 


effect of environmental factors: and new wage 
incentive plans. 
Basic Motion Timestudy—Gerald B. Bailey and 


ry Presgrave. 208 pp. McGraw-Hill. 1958 
5.00. 


A new basic analysis of the key principles of 
work measurement and motion identification. 


ADVANCED MANAGEMEN] 


others. 252 pp. Addison-Wesley. 1958. $7.50. 
The second edition of an important work ont 
mathematical aspects of computer proara 
min 
Production Planning and Inventory Control—Johi 
F. Magee. 344 pp. McGraw-Hill. 1957. $7.50. & 
An introduction to modern approaches to twill 
key areas of management concern, Emphasizej 
the relationship between performance in these @ 
areas and ultimate profits and the importance 
of taking them into account in major planning 
decisions. Designed as a text. 
B-43 Queues, Inventories and Maintenance—Philip ull 
Morse. 2!! pp. Wi! ey. 1958. $6.50. s 
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Subtitled ''the analysis of yaa ional sys 
with variable demand and supply’, this bo B Mr 
has been published under the aegis of B Man 





Operations Research Society of America. Writt 
by a professor of physics at MIT it shows the 
application of queuing theory to inventory con 
trol and similar problems. 






Personal Development 


Practical Speaking For the Technical 
John E. Dietrich and Keith Brooks. 

Prentice-Hall. 1958. $6.00. 

A highly useful guide to the engineer or 
tist who finds himself with i 
in the unaccustomed role 
in public. Gives practi 
pare and deliver a s 
that wi 
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C-Il The Art of Living Without Tension—David Sea 
bury. 285 pp. Harper. 1958. $3.95. 7 
Ain eminent psychologist gives good advice on™ 
how to overcome the tension which is an almoti 
universal occupational hazard, particularly ing 
the managerial field. 
The Wider View Mr. 
D-12 America As A Civilization—Max Lerner. 103 Deve 
pp. Simon & Schuster. 1957. $10.00. ® Sper 
A brilliant new book which may well become iim 
one of the classic analyses of American life 
It is a full-length ‘portrait of our country and its 
people, drawing on the work of a generation ¢ 
social scientists and historians who have bee 
trying to discover wh makes America tick 
Covers everything fror national resource lm 
to our habits, customs, tastes and way of lifem 
Highly interesting as well as highly informativell 
reading. 4 
D-13 High Talent Manpower For Science And Industry’ 
—J. Douglas Brown ond Frederick H. Harbison 
97 pp. Princeton. 19 $3.00. be 
A broad review and praisal of the increa 
ingly important proble of developing ade | 
quate numbers of top scientific engineering and 
managerial manpower in the U. S. and the res@ 
of the free world. Based on a four year studi 
conducted by four leading Americ can Univers 
ties, this book casts a new light on a vite 
problem. Mr. 
D-14 Madison Avenue, U. S. A.— Martin Mayer@ f,, 
345 pp. Harper. 1958. $4.95. ae 
An incisive and_highl nteresting behind-the- sila 
scenes » icture of the advertising industry as ' 
really 
D-15 Swope of 6. E.—David G. Loth. 317 pp. Simor 
& Schuster. 1958. $5.0 





A biography of a distinaui shed business leade i 
and the great company of which he was pres: § 
dent. A fascinating picture of the interplay ci im 
a far-seeing man and developing management iam 














unplanned flow of ideas is receiving increasing B-41 The Preparation of Programs for an Electronic techniques to bring about a new level and type im 
attention in management circles. Digital Computer— Maurice V. Wilkes and of industrial activity. 
S.A.M Conference PROCEEDINGS 
12th Annual S.A.M-A.S.M.E MANAGEMENT ENGINEERING Conference (1 Member: $3.50 [] Non-member: $5.00 
2nd Annual MEASUREMENT OF MANAGEMENT Conference [] Member: $3.50 [] Non-member: $5.00 
11th Annual S.A.M-A.S.M.E MANAGEMENT ENGINEERING Conference 
(April 26-27, 1956) [] Member: $3.50 [] Non-member: $5.00 
Ist Annual MEASUREMENT OF MANAGEMENT Conference (November 3-4, 1955) [| Member: $3.50 [] Non-member: $5.00 
OPERATIONS RESEARCH Conference (September 29-30, 1955) [| Member: $7.50 [] Non-member: $10.00 4 
GUARANTEED ANNUAL WAGE Conference (March 10-11, 1955) [] Member: $5.00 [] Non-member: $7.50 ] 
10th Anniversary TIME STUDY & METHODS Conference (April 28-29, 1955) [| Member: $3.50 [] Non-member: $5.00 4 
OPERATIONS RESEARCH Conference (February 6-7, 1958) [] Member: $3.50 [] Non-member: $5.00 4 
HOSPITAL MANAGEMENT Conference (March 14, 1958) [| Member: $3.50 [] Non-member: $5.00 q 
13th Annual S.A.M-A.S.M.E MANAGEMENT ENGINEERING Conference 2 
(April 24-25, 1958) |[] Member: $3.50 [] Non-member: $5.00 a 
a Name ...... Silesia rebate pianinisstlotesicaapioap sai 
in payment of the Conference Proceedings checked above. SIE: scnnsicisaasenetss pissindeada tivietba ent alah aenlioabeniucceines aa reacerebennes 
SOCIETY FOR ADVANCEMENT OF MANAGEMENT . 74 Fifth Avenue, New York 11, N. Y. 
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OLIVER 


J. 
SIZELOVE 
S.A.M 


General 
Chairman 


Mr. Sizelove is Chairman of the Department of 
Management Engineering at Newark College of 
Enaineering. He is Vice President of S.A.M 
Middle Atlantic Region. 


V. DONALD 
SCHOELLER 


S.A.M 


Pit cer 
Virector of 


Mr. Schoeller 
Development tor 


Management 
Rand Division of 


Remington 


ie Sperry Rand Corporation, New York City. 


ROBERT 
WwW. 
MacWILLIAMS 


S.A.M 


Mr. MacWilliams is Supervisor of Engineering 


. for Ernst & Ernst of Boston. He is Vice President 
mB of S.A.M 


Northeastern 


Region. 


WALTER 
E 


ROBBINS Jr. 
S.A.M 


Mr. Robbins is Chief Industrial Engineer of East 
Nework Plant, Engelhard Industries, Inc., Baker 


Contact Division. 


VICTOR 
M. 
GELIN 


S.A.M 


slin is Manager of Methods and Stand- 
+ the Pigments Department of E. |. du 
Nemours and Company, Wilmington. 





13th Annual 
S.A.M - A.S.M.E 
Management 
Engineering 
Conference 


ERTAINLY those who attended the 

13th Annual S.A.M-A.S.M.E Man- 
agement Engineering Conference, 
which featured Cost Reduction, will 
agree that it was one of the best yet. 
Judging by the comments, the con- 
ferees “took home” many more than 
the “one $-saving idea” guaranteed 
in the conference literature. 

How does it happen that this an- 
nual conference gets better and better 
with each passing year? How do you 
account for the almost legendary 
esprit de corps of the committees? 
Why does it continue to outdraw all 
other S.A.M conferences, even after 
thirteen years? 

Based on a number of years of asso- 
ciation with the conference there ap- 
pear to me to be two major reasons: 
the Rotating Conference Committee, 
and the support of the National S.A.M 
Office Staff. 

The men whose pictures appear on 
this page are the Rotating Committee 
who planned this year’s successful 
conference. They are not amateurs! 
Each man serves on the committee for 
five years. Hence this Rotating Com- 
mittee represents 30 collective man- 
years of Management Engineering 
Conference planning! Thus, it is not 
chance that each year’s conference 
committee accepts the challenge of 
planning an even more _ successful 
conference. What better motivation 
could there be for committee esprit 
de corps? The success of any confer- 
ence is determined to a very large 
degree by the planning experience of 
the committee members. 

Perhaps the whole operation could 
be termed “A Management Team In 
Action”. This is the key to successful 
conferences. 

Cliver J. Sizelove 
S.A.M General Chairman 





VICTOR 
A. 
GROVE 
A.S.M.E 


General 
Chairman 


ae, 
PY 


Mr. Grove is Chief Industrial Engineer for the 
DeLava! Steam Turbine Company, Trenton, N. J. 


WALLACE 
J. 
RICHARDSON 


A.S.M.E 


Professor Richardson is Associate Professor of 
Industrial Engineering at Lehigh University, 
Bethlehem, Pa. 


FRED 
GROPPER 


A.S.M.E 


Mr. Gropper is Group Supervisor, Engineering 
Dept., E. |. du Pont de Nemours & Co., Wil- 


H Ar 
mington. 


ARMAND 
¥. 
FEIGENBAUM, Ph. D. 


A.S.M.E 


Dr. Feigenbaum is Manager of Quality Control 
for the General Electric Company, New York. 


JAMES 


L. 
RIGASSIO 
A.S.M.E 


Mr. Rigassio is Chief Industrial Engineer for the 
Ethicon, Inc., Somerville, New Jersey. 
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S.A. M Yewsletter 


Current news of interest to all S.A.M 
Members, specifically for the 900 Chap- 
ter and National Officers of the Society. 


SANTA CLARA VALLEY CHAPTER INAUGU- 
RATED. Welcome to the new Santa Clara Valley. 
California, Chapter of the Society, which re- 
ceived its National Charter on March |9th, to 
become a part of the North California Region 
upon its inauguration. National Officers partici- 
pating were WILLIAM R. WILLARD, San Fran- 
cisco Chapter, representing the Western Area, 
and National Executive Vice President Harold R. 
Bixler, who presented the Charter and spoke on 
"The New Challenges Facing The Professional 
Manager”. Officers of the New Chapter are 
President DWIGHT E. MOORHEAD, Manager 
of San Jose Motor Plant of General Electric; 
Vice President DAVID E. OLSSON, Administra- 
tor of San Jose Hospital; Secretary BENJAMIN 
VOLK, Logistics Engineer, Lockheed Missile 
Systems Division; Treasurer HOYT F. KELLEY, 
Vice President of Pioneer Investors Savings and 
Loan Association; National Director JOSEPH 
TRICKETT, Director of Management Center, 
University of Santa Clara. 


BUSINESS AND ECONOMIC CONDITIONS. 
Managers and executives concerned with the 
current economic situation will find most useful 
information in the April issue of the monthly 
letter published by the First National City Bank. 
Its contents cover Genera! Business Conditions, 
Recessions Compared, Business Spending Pros- 


pects, Consumers and Prices, Proposals for 
Government Action, Federal Spending Versus 
Tax Relief, Public Works, Irreversibility or 


Government Expenditures. Debate on Taxes, Ex- 
cise Taxes, Stimulate Business Spending and 
Corporate Earnings in 1957. Copies may be 
obtained by writing First National City Bank 
of New York, 55 Wall Street, New York City. 
You may want to be placed on their reqular 
mailing list for this excellent publication. 


CHAPTER ORGANIZATION BEGUN IN 
SANTA BARBARA, CALIFORNIA. Further ex- 
pansion of S.A.M on the West Coast is indi- 
cated in a Chapter Organization meeting 
recently held in Santa Barbara, under the lead- 
ership of LEONARD |. MAYER, Aerophysics 
Development Corporation, a subsidiary of 
Curtiss-Wright, and DR. CLOVIS SHEPARD of 
the University of California. The nucleus group 
is composed of representatives of various firms 
in the area now participating in a local course 
entitled “Leadership Principles and Practice”. 
National Secretary HUGO W. DRUEHL and 
Executive Vice President HAROLD R. BIXLER 
participated in the meeting. 


NATION'S BUSINESS AND S.A.M. The several 
hundred thousand readers of Nation's Business, 
published by the U.S. Chamber of Commerce, 
were given opportunity in the April issue of that 
magazine to study the opinions of several lead- 
ing S.A.M members and official representatives 
of various articles dealing with individual phases 
of management development. DR. FRANCIS 
BRADSHAW, retiring National Board Chairman 
of the Society, and President of Richardson, 
Bellows, Henry & Company, and DR. VINCENT 
A. FLYNN, S.A.M_ Research Director, are 
quoted in an outstanding article on "Manager's 
Seven Deadly Sins.'’ This contains the comments 
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HAROLD R. BIXLER 
Executive Vice President 


of psychologists, management consultants, psy- 
chiatrists, clergymen, college professors, and 
executives in attempting to identify the human 
weaknesses in business and seek out ways to 
conquer them. The Seven Deadly Sins they 
specify are Pride, Envy, Laziness, Anger, Un- 
chastity, Greed and Gloominess. 


LEWIS A. ALLEN, prominent S.A.M member 
on the West Coast, is the author of an excellent 
article, "Conformity Can Stimulate Ideas". Dr. 
Flynn is again quoted in the section on Execu- 
tive Trends in answering the question "What 
Causes Effective Executive Action?"' This is 
another good issue of Nation's Business, availa- 
ble at 1650 'H' Street, N.W., Washington 6, 
Pc. 


NEW CHAPTER DEVELOPMENTS IN VAN- 
COUVER. More S.A.M growth in the northwest 
was indicated in the organization meeting for 
new chapter development in Vancouver, British 
Columbia, at the time of recent inauguration 
of the S.A.M chapter at the University of 
British Columbia. Executive Vice President 
HAROLD R. BIXLER represented the national 
officers in these activities and spoke on ''S.A.M 
And The New Role of Management in Business 
and Industry". Representative leaders of in- 
dustry, business, education, and government 
were present at the University for discussion of 
senior chapter organization, under the sponsor- 
ship of Professor HUGH C. WILKINSON, 
Chairman, Division of Production of the Faculty 
of Commerce, and Professor D. C. AIRD, Col- 
lege of Commerce and Business Administration, 
along with Dean McPHEE, representing the 
University and the community at large. 


MANAGEMENT AND TECHNICAL  POSI- 
TIONS AVAILABLE. S.A.M members interested 
in obtaining additional foreign experience will 
want the latest available information regarding 
positions announced by the United Nations 
Technical Assistance Program. They are in the 
fields of Economic Surveys, Industrial Develop- 
ment and Productivity, Natural Resources, 
Development and Power, Public Finance, 
Statistics, Transport and Communications, Social 
Development, Housing and Physical Planning 
and Building, Community Development, Social 
Services and Public Administration. The jobs are 
located in a large variety of countries abroad 
particularly in Asia, Africa and South America. 
For details write to Technical Assistance Ad- 


ministration and Recruitment Services, United 
Nations, New York 17, N.Y. 
The U.S. Civil Service Commission is now 


conducting competitive examinations for the po- 
sition of Administrative Officers in the GS-12— 
GS-15 Classification, and for the position of 


Organization and Methods Examiner, GS-9— 
GS-l1. Apply to Second U.S. Civil Service 
Region, Federal Building, Christopher Street, 
New York 14, N.Y. 


ADVANCED MANAGEMENT SERVES FOREIGN 
COUNTRIES. Typical of the increasing number 
of responses and requests from a relatively large 
number of foreign countries about the usefulness 
of S.A.M's official publication, Advanced 


ADVANCED MANAGEMENT 


Management, is the following recent one frome 
Japan: "Il wish to take this opportunity 
thank you for the assistance you are reride 
ing the Japanese people to understand manage.) 
ment activities as practiced in the Unite 
States. The articles from Advanced Management iy 
are very much appreciated by our students andi is 
by peoples of Japanese industries. | am su 
that your permission to reproduce the ad ditional |= Ea 
articles will be appreciated by the peoples in. 

terested in keeping up with the —— develop.) 

ment of management activities. TOM . 
KAWAGUCHI, Chief, see Division 

Nippon Business Company." 
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says that she will always regret the fact thot 
she was not allowed to be present at the one 
time when | was really without speech. | wil! say 
however, that she admits that simply deprivina 
me of speech would not justify repeating thi 
cost very often. My speech, so far as she sees 


it, is not that bad. 

"| do not believe that 
touched in the region of sentiment 
for friendship as | was by 
and the mystifying occas 


| have ever been s0 
and gratituoe® 
the complete surprise im 


on that you 


ovabic i 


people provided for me. |'m afraid that m 
behavior, to say the least, was uncouth and may 
have appeared to be ungracious and unappre 
ciative. | can assure that | was simply} 
floored. My heart will always be warm wher 
| remember that you thought enough of us to 
go to that trouble and expense and first of o 
to even think of the idea. | only hope that in im 
some way in the years ahead | can, by con i 
tinued interest and effort, show S.A.M_ howlme 
much | appreciate this beautiful si tray, ond i 
your kind and flattering thoughts and word 4 


DATA PROCESSING DIGEST. S.A.M member 
working in the field of Operations Research wil |” 
be interested in the Data Processing Digest, om 
service of Canning, Sisson and Associates, which] 








S.A.M Welcomes A New 
Student Chapter 












L to R) S.A.M. Executive Vice President Harold tim 
Bixler presents a S.A.M Charter to the new SON 
ZAGA UNIVERSITY Chapter » lt Washi gtor 
to Dean of the Gonzaga School of Economic. ari 
Business Administration Richard F. McMahor 

E & B student Richard E. Dadey o f Ogdensburg, N 
president of the student S.A.M Chapter 
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Btn. NORTHEASTERN REGION 


sins excellent source material. Authentic 
processing articles and references are in- 
d under the content headings of General 
Information, Applications, Equipment, Program- 
ming, Comment, Training, Meetings, and 
selected references. Write to Canning, Sisson 
and Associates, 1140 So. Robertson Blvd., Los 
Anceles 35, California. 


CHAPTER NEWS—IN SHORT. NEW YORK 
Chapter co-sponsors a panel meeting on Inter- 
11 Manager Development with the Council 
ternational Progress in Management... 
NDIANAPOLIS Chapter has developed an ex- 
lent 30-item questionaire for chapter mem- 
. DAYTON Chapter splices in various 
ion topics during the dinner prior to and 
cessarily related to the principal talk of 
ening, for development of opinion on a 
ound table basis . TWIN-CITY Chapter 
intains its leadership in the upper Mid-West 


con 
dat: 


clud 





by co-sponsoring the 16th Annual Industrial Re- 
lations Conference with the University of 
Minnesota . .. SAN FRANCISCO repeated a 
smash hit this year in conducting its annual 
Chief Executive Night, featuring and limited to 


rticipation by members and the chief execu- 
ficers of their respective companies . . 


atter. chapters of 
Deen Mm BOSTON, BRIDGEPORT, HARTFORD, NEW 
ecretor I HAVEN PROVIDENCE, WESTERN MASSA- 
act thot i CHUSETTS, and WORCESTER, conducted a 
The oneR very successful all-day conference on "The ‘I 
wil’ SO ge In Profits’ at the University of Bridgeport... 
leprivieg 3 LOS ANGELES Chapter is conducting a full 
Ting Thies 
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year month y meeting program on the same 
emphasizing executive development in 
the bean sense, with panel discussions at most 
meetings on various phases of this subject . 

DALI AS Chapter is planning a series of work- 
shops carry the small owner-managed com- 
all the way through partnership, formation 
corporation, growth into departmental 
tion of responsibility, development of line 
nd staff functions, growth through merger and 
q . BALTIMORE Chapter continues 


in sponsoring Junior Achievement 


theme 


ition 


actuitiae 
IcTriviTies 


in the area by making an award for the best 
stockholder's report submitted by the various 
participating J.A. companies .. . Further details 
on the above significant S$.A.M chapter affairs 
can be obtained by writing the President of the 
respective chapter, whose address you will find 
in the Blue Book of Chapter and National 
Officers, sent by the National Office to each 
chapter. 


SELECTED REFERENCES — MANAGEMENT 
PUBLICATIONS. Additional Management Aids 
for the improvement of small business are 
available in large quantity through the Small 
Business Administration, with regional office 
addresses in the following cities: Boston, New 
York, Philadelphia, Richmond, Atlanta, Cleve- 
land, Chicago, Minneapolis, Kansas City, Dallas, 
Denver, San Francisco, Seattle, Los Angeles and 
Detroit. There are several hundred individual 
publications dealing with various managerial 
phases of small business and with various kinds 
and classifications of small business and industry. 
Also available is the U.S. Government Purchas- 
ing Directory, a "comprehensive guide to who 
buys what and where" in the military and 
civilian agencies of the Federal Government, 
and the necessary procedures for selling to 
them. It contains a listing of military installa- 
tions by states which are authorized to make 
local purchases. All publications may be ob- 
tained through Superintendent of Documents, 
nr Printing Office, Washington 25, 
D. 

An up-to-date reference on outstandina books 
in Industrial Relations may be obtained from 
the Industrial Relations Section, Princeton Uni- 
versity, Princeton, N.J. It contains summaries of 
some 20 new books in the field of industrial and 
personnel relations as an addition to previously 
mentioned bibliographies on this subject. 

S.A.M chapters with civic affairs programs 
will be particularly interested in new pamphlet 
by the American Bar Association designed to 
emphasize the importance cf law in our system 
of government and in promoting our progress 
and development through preservation of our 





S.A.M Research 
Publications... 


COLLECTIVE 
AGREEMENTS ON TIME 
AND MOTION STUDY 
by G. Jay Anyon, Ph. D. 


Simplify negotiations with this 
handbook in which over 300 sepa- 
rate types of stipulations through- 
out a broad sampling of American 
industry are examined. 


SAM Members: $3.50 
Non-Members: $4.50 


CREATIVE TIME STUDY 
AND METHODS 


A collection of 21 articles con- 
cerned with the latest develop- 
ments in the Industrial Engineering 
field. 

SAM or ASME Members: $3.50 


Non-Members: $5.00 

















Order from: 


The Society for Advancement of Management 
74 Fifth Ave., New York 11, N.Y. 











rights and freedoms. Note that the Association 


will furnish outstandina speakers to chapters 
relation to such activities. Write CHARLES 
RHYNE, President, American Bar Associatio 
400 Hill Bldg., Washington 6, D.C. 


in 
= 
fn, 
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TYPICAL S.A.M CHAPTER ACTIVITIES—JUNE 1958 
CHAPTER SUBJECT SPEAKER PLACE DATE 
Hartford Outing & Business Meeting Bond Hotel 19 
Hudson Valley ‘Humanics & Directed Jerome Barnum, Chairman, Jerome Barnum Hot Shoppe Restaurant, 
Eneray' Associates; Director, Directed Energy Insti- Albany, N. Y. 10 
tute 
Kansas City Human Engineering’ Dr. J. W. Dunlap, Dunlap & Associates, New Elks Club 4 
York 
Knoxville Executive Development" Jason Cooper, Jr., Coordinator of Manage- Deane Hill Country Club 10 
ment Development. ESSO Standard Oil Co. 
New York 
Plant Visitation Plasti-Line, Inc., Knoxville, Tenn. 17 
Milwaukee Annual Fun Night Engineer's Society Bldg. 12 
No. Alabama = Ladies Night II 
Poughkeepsie Wind-up Dinner Meeting Speaker from S.A.M National Office Nelson House 10 
Reading Ladies Nite—Novelty Program Iris Club, Wyomissing, Pa. 9 
Twin-City Final Report Meeting, Normandy Hotel 12 
Installation of Officers 
Washington Annual Chapter Social Occidental Restaurant 25 


















































University Division Expands 
in 1958 


During this academic term, the 
following University Chapters were 
chartered and are now in full opera- 
tion, rendering real service to the 
students, the institution and the com- 
munity. They all are part of a dy- 
namic, international management ed- 
ucation movement. Congratulations to 
each for this significant achievement! 


Arizona State College 
Tempe, Arizona 


Gonzaga University 
Spokane, Wash. 


C. W. Post College 
of L. I. University 
Greenvale, N. Y. 


Loyola College 
Montreal, Canada 


McGill University 
Montreal, Canada 


New York University 
School of Com. 
Accts. & Finance, 
New York City 


Okla. State Univ. 
Stillwater, Okla. 


Santa Maria 
Catholic Univ. 
Ponce, Puerto Rico 


Temple University, 
Evening Division, 
Philadelphia, Pa. 


Univ. of Arizona 
Tucson, Arizona 
Univ. of Arkansas 
Fayetteville, Ark. 
Univ. of Brit. Col. 
Vancouver, Canada 
Univ. of Georgia 
Athens, Ga. 

Univ. of Kentucky 
Lexington, Ky. 
University of Tulsa 
Tulsa, Oklahoma 
Univ. of Wisconsin 
Milwaukee Center 
Univ. of Delaware 
Newark, Delaware 
Univ. of Maryland 
College Park, Md. 
Univ. of No. Dak. 
Grand Forks, N. D. 
Clark University 
Worcester, Mass. 


Allegheny College 
Meadville, Pa. 

























U 

































Univ. of Houston . 


Univ. 


UNIVERSITY CHAPTER DIVISION 


Performance Awards Reports 
As of April |, 1958 


Babson Inst. ..... 4790 
American Univ. . . .4695 
Rider College .. . .4665 
Boston College .. .4440 
LaSalle College 
Evening Div. ..4310 
Indiana Univ. ...4245 
Univ. of Kansas ..4025 
Ohio Univ. ...... 3985 


. 3800 
niv. of Pittsburgh 3735 


Pennsylvania 


Military Col. ..3620 
Boston Univ. . .3525 
Univ. of Conn. ..3510 
Clarkson College 

of Technology. . . 3460 
Univ. of Calif. 

SNENOY ceccsds 3410 
Rensselaer 

Polytechnic Inst. 3360 
Univ. of Minn. ...3250 
Univ. of Texas ....3250 
Miss. State Col. .3232 
Franklin and 

Marshall Col. ..3225 
Loyola College 

of Chicago ....3155 
Xavier Univ. . .3120 
Los Angeles State 

Col.—Ramona ..3048 
Case Institute of 

Technology ..... 2990 
Tenn. Polytechnic 

DE: eancues 2970 
Duquesne Univ. .. .2955 
Syracuse Univ. ...2920 
Univ. of Illinois ..2915 
Ohio State Univ. .2890 


Miami Univ. ..... 2835 
Kansas State Col. 2630 
Memphis State 


University 
of California 
(Los Angeles) ..2585 


Univ. of Alabama 2555 
Alabama Polytechnic 


Institute 


Univ. of Detroit . .2500 
W. Va. Univ. ....2465 
Univ. of Wisconsin 
Madison 23 
Georgia Inst. of 


Technology . -2330 
Univ. of Miss. ....2260 
W. Mich. Univ. ...2200 
N. Tex. State Col. 2175 
St. John's Univ. ..2175 
State College of 

Washington ....2030 
Guilford Col. ....2020 
Rutgers Univ. ....1985 
Wayne St. Univ. ..1935 
San Diego State 

College ....... 1935 
Univ. of Mo. ....1900 


Univ. of S. Calif. **1830 
Penn State Univ... 1820 
tSanta Maria Cath. 


Univ. of P. R. **1660 
Univ. of Penn. ...1535 
Butler Univ. ..... 1480 
Univ. of Rich. ....1455 
Georgetown Univ. 1340 
Univ. of Okla. . .**1250 
Geo. Washington 

University ....**1150 
DePaul Univ. ...**1100 
La. State Univ. ...1025 


Univ. of Cin. ..... *930 


Seton Hall Univ. **815 
City College 

of New York ...*650 
Roosevelt Univ. ..*645 
University of 

Baltimore ...... *640 
TUniv. of Md. ....*595 
Clemson Col. ....*600 


L. A. State Col. 


San Fernando ..*425 
tTemple Univ. 
Evening Div. ...*300 


* One report 
** Two reports 
Tt Newly chartered 
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University Chapter 
Membership Awards 


During the second semester of the cur- 
rent academic year. 33 University Chapters 
received membership awards “in recogni- 
tion of their achievement in advancing the 
art and science of management and of their 
contribution to the growth of the Society 
through their significant increase in mem- 
bership.” 

On April 1, 1958, Mississippi State Col- 
lege led the chapters with their member- 
ship of 274; while Indiana University fol- 
lowed with their membership of 273, both 
members of the “200 Club”. 

Pennsylvania Military College and 
Roosevelt University won top honors in 
membership growth with an increase in 
membership of 500% while North Texas 
State College increased their membership 
by 357% during the academic year. 

Congratulations to these chapters for 
their outstanding records of achievement. 

The following Chapters won membership 
in the “100 Club” on the basis of a mem- 
bership of 100 or more: 


American University 

Georgia Institute of Technology 
Long Beach State College 

Los Angeles State College (Ramona) 


New York University, Sch. of Com., Accts. & 
Finance 


Northeastern University 

Ohio University 

Pennsylvania Military College 
St. Peter's School of Business 
Tennessee Polytechnic Institute 
of Alabama 
University of Arkansas 


University 
University of Connecticut 
University of Houston 
University of Illinois 
University of Kansas 
University of Maryland 
Villanova University 
Xavier University 


A special salute to the University of 
Maryland, University of Arkansas and the 
Long Beach State College Chapters for 
commencing operations this Spring Term 
with a charter membership of over 100. 


The following institutions received mem- 
bership growth awards: 


American University 

Antioch College 

Babson Institute 

George Washington University 
Los Angeles State College (S.F._V.C. Campus) 
North Texas State College 
Ohio State University 
Pennsylvania Military College 
Rensselaer Polytechnic Institute 
Roosevelt University 

San Diego State College 
University of Mississippi 
University of Puerto Rico 
Washington State College 


ADVANCED MANAGEMEN! 








UNIVERSITY CHAPTER DIVISION | 
Membership Standings 


As of 
Miss. State Col. ...274 
Indiana Univ. ....273 
*Univ. of Md. ....168 
Univ. of Conn. .... 161 
Georgia Institute 


of Technology ...155 
Northeastern Univ. 150 


Villanova Univ. ...149 

Cate WO. cssesicc 138 

Tenn. Polytechnic 
eee 134 


Univ. of Houston . .134 
Penn. Military Col. 129 
Univ. of Ala. ..... 122 


*Long Beach 
State College... .120 


*Univ. of Ark. ....116 
ae 113 
St. Peter's School 

of Business ...... 106 


American Univ. ...105 
i. £- State Col. 


ee 105 
*New York Univ.— 
Sch. Comm., 
Accts. & Fin. ....103 
Univ. of Kansas ...100 
Boston Univ. ...... 98 


L. A. State Col. 
San Fernando ...% 


LaSalle College 
( Di 


Oy DWV.) scree +1) 
Desten Gel. ccccese 92 
ie 
Ohio State Univ. ..90 
Penn. State Univ. ..88 
Univ. of Texas...... 87 
Woodbury Col. ....85 


Temple University 
(Day Division) ...82 
Univ. of Wisc.— 


WHGHION. 66s vcces 80 
Univ. of Minn. ..... 77 
Babson Institute... .76 


N. Tex. State Col...75 
Roosevelt Univ. ....75 


Rider College ..... 74 
Ce GF MG. cccees 73 
Drexel Inst. of 
Technology ...... 72 
Univ. of Pitts. ....7I 


Univ. of Tenn. 
Rensselaer 
Polytechnic Inst. 70 


*Univ. of Wisc.— 


Milwaukee ...... 70 
Guilford Col. ..... 69 
Duquesne Univ. ....68 
Newark Col. 


of Engineering ...68 
Sacramento St. Col. 68 


Rutgers Univ. ..... 67 
Kansas St. Col. ....65 
Miami Univ. ....... 65 
W. Mich. Col. ....65 
Univ. of Rich. ..... 64 
LaSalle College 

(Evening Div.) ...62 
Bowling Green 

State Univ. ...... 60 
Univ. of Scranton. . .60 
Alabama 


Polytechnic Inst. . .59 
Memphis St. Univ. . .59 
*Gonzaga Univ. ...58 


Univ. of Fla. ...... 58 
Univ. of Miss. ..... 58 
San Diego St. Col. . .56 
Univ. of Penn. ..... 56 
Loyola Univ. of 
ED cteneeun 55 
Cornell Univ. ...... 54 


April |, 1958 


Franklin and 


Marshall Col. ....53 |e 
Case Institute of ee 

Technology ...... 52 | 
W. Va. Univ. ......51 |i 
Univ. of Miami... 51 |e 
Univ. of P. R...... 49 | 
Georgetown Univ. . .48 eis 
Syracuse Univ...... 4] - 
Univ. of Cin. ...... ae 


Univ. of S. Calif. ..47 
La. State Univ. ....46 


*Univ. of N. Dak...46 | 


Lamar State Col. of 
Technology 


South. Meth. Univ...45 | 


Lawrence Institute 
of Technology ....4 
*C.W. Post Col. of 
Long Island Univ. .44 
Clemson College. ..43 
University of Calif. 
Berkeley 
Clarkson Col. of 
Technology 
Antioch College... .4l 
State Col. of Wash..40 
Univ. of Calif. 
Los Angeles 


*Univ. of Delaware. .40/5 


*Arizona State Col..39 


PORR GO ciccccecas 9 3 


Hofstra Col........ 39 
Univ. of Detroit..... 38 


Univ. of Michigan. . .38 | 
Univ. of Oklahoma. .38 |\% 


Butler Univ......... 7 

DePaul Univ....... 77 

George Washington 
University ......- 3 


Wayne State Univ. . .36 | 





St. John's Univ...... 5 | 


*Santa Maria Catholic 
Univ. of Puerto 
Rico 

Univ. of Rhode 
Island 


*Temple Univ. 


Evening Div. ....34 | 


Univ. of Baltimore. .34 
*Univ. of Arizona. ..3l 
*Univ. of British 


Columbia ......: 
Villa Madonna Col..29 
Otterbein Col.....- 28 


Southern Technical 
Institute ......0+> 


Seton Hall Univ... ..26 


Univ. of 
Chattanooga ....26 


Georgia State Col... 
*Loyola Col. of 
Montreal 
*McGill Univ. 
*Univ. of Tulsa.....2 
*Univ. of Georgia. .24 
Marian Col...... 2 


Univ. of Dayton....22 al 


St. Louis Univ. 
Instit. of Techn... .2I 
*Oklahoma State 
University 
Louisiana Polytechnic 
Institute 7 
Michigan State Col..17 


Wilkes Col........- 7|\5 
New York Univ...... 16 

Vole WaWesscccccss 15 5 
Emory Univ........- 14] 5 


Univ. of Bridgeport.!3 | 


Oregon State Col... ? 


*Newly chartered 
chapters 
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MAY, 1958 
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NOTICE TO ALL MEMBERS 


Proposed Changes in By-Laws: 


Section |_—Membership—lItems b, c, 
and g. 


Section I|.—Initiation Frees. 
Section I1l_—Annual Dues. 
|. Eliminate the Associate Grade. 


2. Establish a Professorial and Civic 
Grade with dues at $15.00 a year and 
an entrance fee of $5.00. The definitions 
of the two categories comprising this 
grade are: 

a. PROFESSORIAL — Administrators 
and faculty members of non-profit edu- 
cational Institutions who function in a 
capacity that directly influences the de- 
velopment and preparation of others for 
assuming responsible positions in one 
or more of the several areas of scientific 
management. 


b. ClVIC—Executives, administrators, 
and professionals who hold responsible 
positions directly in Federal, State or 
local government or other non-profit 
civic organizations, or individuals who 
are in preparation for assignment to 
such positions, and who are required to 
have had extensive education, training 
or experience or some combination there- 
of, which qualifies them to exercise inde- 
pendent judgment in the application of 
the principles, theories, and techniques 
of scientific management in government 
administration or civic affairs. 


3. Increase the ace limit for the Junior 
Grade from the present 26 years to 30 
years. 

4. Retain the Fellow Grade but modify 
the requirements of qualification for 
the grade as follows: 

Any member, upon the petition of his 
Chapter Board of Directors or the Na- 
tional Board of Directors, mav be elected 
a Fellow for contribution to the advance- 
ment of manacement through activities 
in the Society, by an affirmative vote at 
a National Board Meeting after he has 
met the qualifications listed below: 

a. Has been a member of the Society 
for ten years and, 

b. has been an elected National Offi- 
cer, or an appointed National Vice 
President, or a Chapter President who 
has served the National as an Officer, 
Director or Chairman of a major com- 
mittee and, 

c. has served as a National or Chapter 
Officer (elective or appointive) for five 
years. 


Section V. Board of Directors—Meet- 
ings. 

Section VI. Executive Committee — 
Meetings. 

That there be one meeting of all 
National Directors of the Chapters in 
April, for budaet and policy considera- 
ticns; and that there be periodic meet- 
inas of the National Executive Commit- 
tee throughout the fiscal year—to be 
composed primarily of the elected Na- 
ticnal Officers and the elected Regional 
V Le Presidents. 


ection VIII. Officers 
An addition to Paragraph 2) 


he employment and compensation of 
tt Executive Vice President will be de- 
te mined by a Committee comprised of 
+! President, Ist Vice President, Chair- 
tr 1 of the Board, and the two imme- 
¢ te consenting past Board Chairmen. 














(Continued from page 19) 

3. What authority shall a division 
manager delegate to accomplish his 
responsibility ? 

4. Because these areas of the com- 
pany are interdependent, how can 
the various responsibilities be in- 
tegrated to the best interests of the 
total organization? 

After this has been done—charted 
out, understood and accepted as fact— 
we have completed the first step. We now 
know “what exists.” We may like what 
exists, or we way not. If we like it, we 
can recognize it for what it is and live 
with it realistically. If we don't like it, 
the time has come for some long range 
planning of structure. It is very possible 
after we have seen what exists that we 
may rest uneasily because, in sharing 
authority, it may be our opinion that 
we have gone farther than necessary in 
violating the unity of command or “one 
boss” concept. 

If this is the case, we should then 
structure out “the ultimate,” and develop 
the structure that we would like to have 
in ten years. Then, in easy steps, we can 
“back up” to the structure that exists 
now. As we go through time we can 
make adjustments to evolve—to move 
firmly but not hastily—to the structure 
of our choice. 

Until we recognize, understand and 
accept what exists now, improvement in 
the future would be difficult to attempt. 
Further, until line-staff is known to be 
an effect, or a sympton, rather than a 
cause, attempts to apply it in modern 
business would continue to cause an- 
cuish. 

The cause has rested, does rest and 
will continue to rest, with the two ques- 
tions: “What work must be performed 
to accomplish our goals?” and “What 
degree of authority must this work have 
to insure its accomplishment?” bd 





POSITIONS WANTED 
JUNE GRAD 


Graduate June from Babson 
Institute. Young, ambitious, seek 
position in finance or manage- 
ment-corporation, bank, savings 
& loan. Box 1, Babson Institute, 
Wellesley, Mass. 











BUSINESS MANAGEMENT 
ANALYST 


22 yrs. exp. accounting interpre- 
tation and analysis at main office 
and dealer level with billion 
dollar company. BSME. Age 44. 
Resume on request. Motor City 
Employment, 1402 Industrial 
Bldg., Detroit 26, Mich. 














(Continued from page 16) 

ments of costs to alternatives. Similarly 
there has been no discussion of refine- 
ments having to do with the treatment 
of taxes, handling changes in patterns 
of receipts and expenditures overtime, 
or adjustment of formulae for special 
purposes. Nevertheless, the reader who 
has had only a casual interest in equip- 
ment analysis or but sporadic need 
to make either equipment analyses or 
decisions may have gained the impres- 
sion that the quantitative approach, 
when its assumptions are seen through, 
is like a badly done modernistic play in 
which the same piece of scenery is made 
to serve so many purposes in rapid suc- 
cession that the viewer is left bewildered. 

There is no escaping the iceberg 
analogy for quantitative analysis—the 
bare structure of equations through 
which values are to be ground to get 
answers is the one-tenth that shows 
above the surface; the reasoning from 
which the equations derive, the qualifi- 
cations attached to them, the preliminary 
steps to be completed before they are 
used, and the interpretation of the 
answers when they are secured compose 
the hidden remainder. It is true that 
quantitative analysis cannot be a com- 
plete substitute for judgment unless 
every element of uncertainty has been 
eliminated and every contingency fore- 
seen. It is also true that it is a valuable 
aid to judgment for several reasons: 


1. Quantitative analysis, done prop- 
erly, requires that assumptions be 
made explicit, that criteria be iden- 
tified, and that information be eval- 
uated; in other words, it facilitates 
orderly and logical thinking to 
some purpose. 

2. It helps to insure that all relevant 
factors will be considered. 

3. Its tangible results—analyses which 
are written down—aid in making 
experience cumulative by providing 
records of forecasts and decisions 
which can be checked against sub- 
sequent events. 


One way to increase the rationality 
of industrial investment decisions in 
general is to use quantitative analysis 
more and use it more wisely than now. 
Pointing out that its use involves the 
making of often difficult choices without 
absolute guides does not vitiate the prop- 
osition, for the choices must be made 
in any event, even if only by default. 
The hope that analysis can be as simple 
as A-B-C is forlorn; the fear that analy- 
sis is too difficult to be used is ground- 
less. s 
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